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Part I Introduction 



1/ 1. We were appointed in June, 1967 by the Minister of Housing and Local 
Government as a Working Party with the following terms of reference: 

‘To review the present principles and practice of Housing Revenue Accounts, 
to consider whether any changes are needed, whether these changes would 
require legislation, and whether further advice should be issued to local 
authorities on this subject.’ 

1/2. The Working Party was set up following representations made from 
various quarters questioning the reasonableness of certain items debited to 
the Housing Revenue Account (the H.R.A.). In accordance with our terms of 
reference, we have not restricted the scope of our enquiries to these items but 
have considered other items of expenditure as well, and also the function and 
financing of the H.R.A. It has not been our purpose, however, to examine the 
wider policy issues of housing finance, subsidies, rate fund contributions and 
rent fixing. We have therefore worked within the context of the present system 
since, although more radical changes can be envisaged, they generally imply 
equally radical changes in housing finance which raise questions of policy 
beyond our terms of reference. 

1/3. Part II of the report provides a brief description of the statutory pro- 
visions which govern the H.R.A. and some related aspects of housing finance. 
This is intended to provide the layman with a short guide to the main elements 
which are relevant to the H.R.A. 

1/4. Although the main features of the H.R.A. are prescribed by statute, 
there is no explicit statutory definition of its purpose, and the statutory pro- 
visions themselves allow for more discretion and variation in practice than is 
often assumed to be the case. Part III of the report therefore examines the 
function of the H.R.A. and considers whether there are any general principles 
which would assist all concerned in understanding the H.R.A. and help in 
resolving some of the uncertainties and controversy to which it can give rise. 

1/5. That there is this area of uncertainty is shown by the fact that in the 
past year or two it has been increasingly alleged that the H.R.A. is required 
to bear various items of expenditure which, it is argued, are not ‘true housing 
costs’, or which should not be a charge exclusively on council tenants. 

1/6. We have found, however, that much of the controversy surrounding the 
H.R.A. derives not so much from uncertainty about the items properly charge- 
able to the H.R.A., as from the concern which some authorities clearly feel 

1 
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abeiil the increaj,ing eosi of liousing as reflected in the rents charged for both 
new and existing houses or in the size of the rate fund contribution which they 
consider is necessary to make to their H.R.A. These costs arise from a variety 
of causes— chiefly the increased building programme; higher housing stan- 
dards; the costs of land acquisition; the rising costs of labour and materials 
wliidi affect both new construction and the maintenance and improvement of 
the older slock; and the cost of refinancing existing housing debt at higher 
imerest rates. 

1 . 7. We believe that many of the suggestions which have been urged for 
excluding certain items of expenditure from the H.R.A. stem from this con- 
cern at the overall cost of providing housing rather than from any very strong 
grounds for thinking that the H.R.A. is wTongly charged with costs that 
should fall elsewhere. The H.R.A. should show clearly the costs of providing 
housing, but decisions as to how those costs should be met (by rents, subsidies 
and rate fund contributions) are a separate issue. There are, nevertheless, a 
number of items — mostly small but a few large — where a sound case can be 
made for the costs being apportioned wholly or partly to other accounts, or 
where there are special considerations which might warrant a rate fund con- 
tribution. These are examined in Part IV , in the light of the general considera- 
tions discussed in Part III. 

1/8. The pattern of expenditure falling on the H.R.A., however, can be 
materially affected not only by the items charged to the H.R.A. but by the w'ay 
in which those costs are financed. This raises quite different issues, which we 

discuss in Part V. 

1/9. Part VI provides a summary of the report. It deals very briefly with 
Parts I and II (which are introductory to the report as a whole) and provides a 
detailed summary of Parts III to V, which contain our substantive conclusions 
and recommendations. 

I 10. Some of our conclusions and recommendations have a bearing on 
other accounts, and it will be necessary to consider these in relation to the 
place of the H.R.A. in the general accounting practice of local authorities. We 
have not attempted to pursue these aspects in detail, and we recommend that 
the Institute of Municipal Treasurers and Accountants should be asked to 
consider the relationship between these proposals and other forms of account. 

I II. While we have been concerned to ensure that the H.R.A. is not 
charged with costs which should more reasonably be borne by the ratepayers 
at large, it is also very necessary that it should carry its fair share of any 
relevant costs, and that it should not be indirectly subsidised by failing to 
make realistic charges for such items. It is just as necessary to bear in mind 
the interests of the ratepayers as it is those of the tenants — who also pay rates. 
We therefore deal in the report with some items where there may be grounds 
for concern in this respect. 

1/12. It will be seen that we have concentrated chiefly on the debit or costs 
side of the account and have not dealt in detail with the credit or income side 
of the account, which is basically less complex, consisting as it does of income 
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from subsidies, rate fund contributions, rents and other sources. We have dealt 
with a number of relatively minor items that arise on the income side, mainly 
in relation to the sale or appropriation of land. 

1/13. One general point which it is necessary to make is that the problems 
raised by the H.R.A. can vary in significance according to the size of the local 
housing authority and the scale and scope of its housing activities. An item 
of cost which may be of no consequence to a large authority may be of serious 
concern to a small authority. Equally, a large authority, owing to the scale 
of its operations and the type of development and redevelopment which it has 
to undertake, and the size and character of its housing stock, may incur 
relatively heavy costs of a kind which a small authority encounters seldom or 
not at all. The scale of expenditure in itself should not dictate whether or not 
it is properly charged to the H.R.A., but it may certainly have a bearing on 
whether or not a rate fund contribution is made, and in some cases it may- 
influence the decision whether it justifies the accounting and procedural com- 
plexities of apportioning costs between the H.R.A. and other accounts. It is 
important to bear in mind this factor of relative size, since we have found in 
our own discussions that the view which is taken on some items may be 
strongly influenced by local considerations of this kind. We have tried, wher- 
ever possible, to chart a course which all authorities can follow, but there must 
necessarily remain scope for adapting practice to local conditions. 

1/14. We recognise, of course, that the matters discussed in our report are 
of considerable interest to local authorities generally, and there will need to 
be further discussions with the local authority associations, the Institute of 
Municipal Treasurers and Accountants and other interested bodies. Our con- 
clusions and recommendations do not commit either the Associations or the 
Ministry of Housing and Local Government and other Departments con- 
cerned. Some of the changes proposed would require legislation, including 
some which will be relevant to the longer-term review of housing finance, and 
will need to be considered in that context. The greater part of the report, 
however, is concerned with elucidating the general scope of the H.R.A. and 
with clarifying the extent of local authorities’ discretion under existing legisla- 
tion, and the considerations which should guide local authorities in exercising 
that discretion. We suggest, therefore, that consideration might be given to 
circulating the report to local authorities for information and guidance, as 
was done in the case of the report of the Working Party on the Costing of 
Management and Maintenance of Local Authority Housing (see M.H.L.G. 
Circular 12/64). 



3 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Part II The Statutory and Financial 
Framework 



General 



Housing 

Revenue 

Account 



The Accounts 

II/ 1. Any examination of the H.R.A. must be based not only on an under- 
standing of the statutory provisions which govern the administration of the 
H.R.A. but also of certain financial arrangements relevant to the account, 
especially as regards loan finance, housing subsidies, rate fund contributions, 
and rent fixing. We therefore begin our report with a brief description of these 
matters. 

II/ 2. Each local housing authority is required by section 50 of the Housing 
(Financial Provisions) Act 1958, as amended by section 26 of the House 
Purchase and Housing Act 1959 (Appendix A), to keep an H.R.A. The 
H.R.A. relates primarily to dwellings and other property provided under Part 
V of the Housing Act 1957. The items to be credited and debited to the 
H.R.A. are set out in the Fifth Schedule to the Housing (Financial Provisions) 
Act 1958, as amended by section 26 of the House Purchase and Housing Act 
1959, paragraph 15 of the Second Schedule to the Housing Act 1961 and the 
18th Schedule to the London Government Act 1963 (Appendix B). 

II/3. The H.R.A. is an account of the income and expenditure due to be 
credited and debited in respect of a given financial year, as distinct from cash 
receipts and payments occurring during that year. The H.R.A. therefore in- 
cludes as income or expenditure for any given financial year prospective 
receipts and payments relating to that year, which may not occur until after 
the end of the period to which the account refers. The H.R.A. is maintained 
in the same manner as other revenue accounts of the General Rate Fund, of 
which it forms part, though it differs from the majority in that the broad 
categories of income and expenditure to be included in the account are 
specified by statute. 

n/4. The statutory provisions require in effect that the H.R.A. shall be in 
balance at the close of each financial year, as any deficit remaining after 
crediting rents, housing subsidies, any budgeted rate fund contribution and 
other income must be made good from the rates (i.e. by an additional rate 
fund contribution to the account) before the account is closed. A deficit on 
the account may not be carried forward from one year to the next. Any sur- 
plus shown in the H.R.A. at the end of a financial year must be carried 
forward to the next financial year unless it is applied in whole or in part to 
making good any rate fund contributions made to the H.R.A. in the preceding 
nine financial years. A surplus may be accumulated over succeeding financial 
years for this purpose. 

5 
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n, 5. The biggest item of income in the H.R.A. consists of rents, whilst the 
main item of expenditure consists of loan charges on the capital cost of buying 
land for housing, laying it out with estate roads and sewers, and building the 
dwellings. The Housing Statistics of the Institute of Municipal Treasurers and 
Accountants for 1965/66, which cover about two thirds of all the local 
housing authorities in England and Wales, show the income and expenditure 
for the authorities included in the statistics as follows^ : 



Income (£’000) 





Rent 


Subsidy 


Rate Fund 


Other Income 


Total 












Contribution 










£ 


O’ 

/o 


£ 


O’ 

/O 


£ 


0^ 

/O 


£ 


0/ 

/O 


£ 


G.L.C. 


23,543 


71.3 


5,637 


17.1 


3,554 


10.7 


302 


0.9 


33,036 


London Boroughs 


2L907 


64.2 


5,738 


16.8 


6,224 


18.3 


241 


0.7 


34,110 


Countv Boroughs 


101,465 


73.2 


25,250 


18.2 


10,842 


7.8 


1,084 


0.8 


138,641 


Non County Boroughs 


43.926 


112 


9,705 


17.1 


2,273 


4.0 


999 


1.7 


56,903 


Urban Districts 


37,403 


75.7 


8,996 


18.2 


2,080 


4.2 


921 


1.9 


49,400 


Rural Districts 


33,547 


76.4 


8,404 


19.2 


1,305 


3.0 


627 


1.4 


43,883 


r atak 


261,791 


73.5 


63,730 


17.9 


26,278 


7.4 


4,174 


1.2 


355,9732 



Expenditure (£’000) 





Loan 


Repairs 


Supervision 


Other 






Charges 


Contribution 


and 




Expenditure 


Total 












Management 










£ 


0 ^ 

;0 


£ 


0 -' 

■:0 


£ 


O' 

/O 


£ 


0 / 

/o 


£ 


G.L.C. 


18,861 


57.1 


8,142 


24.6 


3,727 


11.3 


2,305 


7.0 


33,035 


London Boroughs 


23,478 


68.1 


5,685 


16.5 


4,087 


11.9 


1,216 


3.5 


34,466 


County Boroughs 


103,490 


73.4 


22,574 


16.0 


10,596 


7.5 


4,407 


3.1 


141,067 


Non County Boroughs 


43,145 


74.9 


9,243 


16.1 


3,686 


6.4 


1,487 


2.6 


57,561 


Urban Districts 


37,792 


75.9 


8,178 


16.4 


2,886 


5.8 


930 


1.9 


49,786 


Rural Districts 


33,078 


75.0 


7,157 


16.2 


2,931 


6.7 


942 


2.1 


44,108 


T otals 


259,844 


72.2 


60,979 


16.9 


27,913 


7.8 


11,287 


3.1 


360.0232 
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‘ Most of the larger authorities are included in the Housing Statistics for 1965/66, but 
only 6 out of 12 Inner London Boroughs are represented and 11 out of 20 Outer 
London Boroughs. 

-The difference of £4,050,000 between total income and expenditure is attributable to 
decreases in H.R.A. balances. 

II/ 6 . The following is a simplified list of items to be credited and debited to 
the H.R.A. 

Credit : 

(a) Rents (excluding rates or water charges). 

(b) Exchequer housing subsidies. 

(c) Miscellaneous housing contributions from other authorities. 
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(d) Interest arising from sale of houses on mortgage or investment of sale 
proceeds. 

fe) Any voluntary rate fund contribution that the authority think fit. 

(f) Rate fund contribution required to make good any deficit shown in the 
account in any financial year. 

Debit : 

fa) Loan charges which the local authority is liable to pay for monies 
borrowed for the provision of housing accommodation under statutory 
housing powers. The main powers are contained in Part V of the Housine 
Act 1957. 

(b) Loan charges on the cost of acquiring and ‘patching’ unfit houses retained 
for temporary accommodation prior to demolition. 

fc) Rents (excluding rates and water charges), taxes and other charges payable 
on properties within the account. 

(d) The costs of supervision and management. 

fe) Any necessary contribution to the Housing Repairs Account. 

(f) Any necessary contribution to the Housing Equalisation Account. 

II/7. The Minister has power under the Fifth Schedule, as amended, to give 
specific or general directions on the items credited or debited to the H.R.A. 
Under paragraph 4(1) the Minister may issue directions for particular expen- 
diture which an authority wish to debit against the H.R.A. and also may direct 
that adjustments should be made to the H.R.A. where he considers that any 
amounts have been improperly’ credited or debited. This power is limited to 
individual items of income and expenditure. Under paragraph 4(2) the 
Minister may give general directions concerning credits and debits. Two such 
general directions have been issued. The first (Appendix VI to M.H.L.G. Cir- 
cular 55/61) covered debits relating to the cost of permanent staff engaged on 
capital works, being a cost for which in certain circumstances borrowing is not 
normally authorised, and also minor expenditure of a capital nature to be met 
from revenue. The second (Appendix III to M.H.L.G. Circular 24/67) 
covered credits for houses built expressly for disposal which have been sold 
or leased on terms involving payments by instalments (Appendix C). 

II/ 8. The Minister may of course issue general guidance to local authorities 
from time to time on items which he considers properly chargeable to the 
H.R.A., within the framework of the statutory provisions. A general circular 
of this nature (M.H.L.G. Circular 1 / 53) dealt mainly with management costs. 
Further advice was given on items to be included under ‘supervision and 
management’ in the report of the Working Party on The Costing of Manage- 
ment and Maintenance of Local Authority Housing’. 

Housing 
Repairs 
Account 
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II/ 9. Each local housing authority is required by section 51 of the Housing 
(Financial Provisions) Act 1958 to keep a Housing Repairs Account (Appen- 
dix D). The purpose of this account is to equalise, as far as is practicable, the 
annual charge to the H.R.A. for the repair and maintenance of dwellings 
included in that account. The authority is required to make an annual con- 
tribution into the Housing Repairs Account from the H.R.A. of not less than 
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£8 a dwelling and to make good, by an additional contribution from the 
H.R.A., any deficit shown in the repairs account at the end of the previous 
financial year. AH expenditure on repairs has to be met from the Housing 

Repairs Account. 

II/ICl. A Ic^al housing authority may voluntarily keep a Housing Equalisa- 
tion Account under section 52 of the Housing (Financial Provisions) Act 1958 
(Appendix E|. The purpose of this account is to equalise the benefit of the 40 
year pre-war Exchequer housing subsidies over the normal housing loan 
period of &} years. It is estimated that about one third of all local authorities 
ntiw maintain a Housing Equalisation Account. Any lO'Cal authority that does 
so is free to dose it at an\‘ time and to transfer the balance to the H.R.A. The 
Minister* s general approval of methods of applying the monies of the Housing 
Equalisation Account for the purposes for which it was established was given 
in M.H.L.G. Circular 56;'67 (Appendix F). 

II,; 11. Some local himsing authorities maintain non-statutory housing 
accounts. This is sinipl}’ a convenient method of accounting for items of 
income and expenditure associated with the authority’s functions under the 
Housing and related Acts but which are excluded from the statutory scope of 
the H.R.A., e.g. inipro^'ement grants to private individuals. Examples of the 
kinds of items normally included in a non-statutory housing account are set 
out in Appendix G. 

iI;T2. Lc>cal authorities may run home loans purchase schemes under the 
Smali Dwellings Acquisition Acts 1899-1923 or under the Housing (Financial 
Provisions) Act 1 958. Most advances are made under the latter Act. Advances 
made under the 1899-1923 Acts are required by law to be the subject of a 
separate account. There is no statutory requirement that advances made 
under the 1958 Act should be the subject of a separate account, although 
most authorities do maintain a separate account for house purchase advances. 
Such advances cannot be included in the H.R.A. 

II 13. A local housing authority’s capital accounts will record its capital 
expenditure on the housing service, and will show its capital expenditure on 
land acquisition, site development and construction at the beginning of the 
financial year, during the financial year and at the end of the year. The 
capital accounts will also record capital receipts from sale of land and houses, 
and will show how’ the net capital expenditure has been financed, whether by 
revenue contribution, capital fund advances, or by loan. 

Loan Finance 

11/14. The Minister of Housing and Local Government issues loan sanctions 
for the raising of capital to finance the acquisition of land and housing 
development over the following periods : 



Land 60 or 80 years 

Houses 60 years 

Sewers 30 years 

Roads 20 years 

Whole housing schemes 60 years. 
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11/ 15. The greater part of the cost of any housing development lies in the 
cost of construction rather than the cost of land or roads and sewers. The cost 
of construction normally accounts for about 75 % of the total costs. 

11/16. Some local authorities still raise specific ‘earmarked’ loans for hous- 
ing purposes and they debit the charges directly to the H.R.A. It is now more 
usual, however, for authorities to have some form of loans pooling— either a 
loans pool or in the case of larger authorities a consolidated loans fund set up 
in accordance with a scheme approved by the Minister. (Both a consolidated 
loans fund and a loans pool are referred to in the following paragraphs as the 
‘loans pool’. Usually a loans pool covers all the authority’s borrowings, but 
there are instances where an authority excludes from pooling certain types of 
borrowing. This is sometimes done for example in the case of money 
borrowed for the purpose of making advances for house purchase (V/6-14 
below). 

11/17. Under a complete loans pooling system all monies borrowed by the 
authority are carried into the pool; and it is from the pool that repa\ments 
of debt to the lenders are made. The authority is able to borrow short or long 
term according to the state of the market and the authority’s assessment of the 
future position. But by no means all the money needed by the pool to advance 
to borrowing accounts is obtained externally. The pool receives capital repav- 
nients from borrowing accounts and is able to use this money to advance to 
other accounts. Moreover an authority frequently invests in the pool internal 
funds such as the superannuation fund. 

11/18. An authority’s external borrowings are obtained from a variety of 
sources. The Public Works Loan Board will lend to local authorities 34% 
(44% in certain areas) of the amount of new' capital investment expenditure, 
or £100,000 if greater, at rates of interest only marginally above the rate at 
which the Exchequer can itself borrow. But the P.W.L.B. will not lend for a 
period shorter than 10 years, unless the loan sanction period is for less than 
10 years. Apart from the P.W.L.B., authorities also borrow longer term from 
private individuals and corporate bodies, whether by the issue of mortgages, 
negotiable bonds, or in the case of larger authorities, by the issue of stock. 
Short term borrowings are obtained from the Banks, Brokers and Discount 
Houses. Authorities are required by April 1969 to reduce the amount of the 
short term money they hold so that it does not exceed 20% of the amount 
of the authority’s total outstanding debt. 

II/ 19. Individual borrowing accounts (including the housing service) obtain 
the capital monies they require from the pool for the full loan sanction period 
or for a lesser period if the local authority so decides. The borrowing account 
pays into the pool repayments of principal, and interest is payable on the 
amount of the account’s outstanding debt. The rate of interest is the average 
rate for the pool as a whole in each financial year. Methods of capital repay- 
ment, and a more detailed description of pool financing, are dealt with in Part 
V of this report. 
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Exchequer Housing Subsidies 

Ilj 20. Exchequer housing subsidies are payable to local housing authorities 
for the provision of new housing accommodation under a series of Acts 
beginning with the Housing, Town Planning, &c. Act 1919. The latest subsidy 
provisions are contained in the Housing Subsidies Act 1967. 

11/21. Most of the subsidy legislation has provided for payment of annual 
subsidy for each new house provided by a local housing authority. In pre-war 
legislation the subsidy period was usually 20 or 40 years. In post-war legisla- 
tion the subsidy period has normally been 60 years. 

11/22. This means that in any given financial year a local housing authority 
is entitled to receive an aggregate annual entitlement of Exchequer housing 
subsidies made up of outstanding annual subsidy payments due on its sub- 
sidised housing stock. The annual total consequently alters in amount as 
subsidy payments on older houses end and subsidy payments on new houses 
begin. 



Rate Fund Contributions 

11/ 23. The Housing Subsidies Act 1956 removed the statutory obligation on 
local authorities to make a contribution from the rates to the H.R.A. for 
subsidised housing. Paragraph 7 of M.H.L.G. Circular 33/56 reads as follows: 
‘Locd authorities will no longer be under an obligation to make a contribution 
from the rates to the Housing Revenue Account for every house on which 
they receive an Exchequer subsidy. They may however make such payments 
at their discretion, under section 8. It is for each authority to decide how 
much money should be contributed from the rates. The Minister hopes that 
the greater flexibility given by this provision will be an incentive to good 
management and economy.' 

11/24. In practice there are three types of rate fund contributions made 
under the provisions of paragraph 1(5) and (6) of the Fifth Schedule to the 
Housing (Financial Provisions) Act 1958 (II/ 4 and H/6 above) : 

111 a general voluntary rate fund contribution designed to reduce the overall 
level of rents; 

lii) a specific voluntary rate fund contribution towards the cost of particular 
items, such as warden services in housing for old people, or the cost of 
rent rebates where that exceeds the proceeds of Exchequer housing 
subsidies; 

(in) the compulsory rate fund contribution that must be made to make good 
any deficit on the H.R.A. at the end of the financial year. 

11/25. About 60% of all local housing authorities in England and Wales 
made rate fund contributions in 1965/66. Some were very substantial as a 
percentage of total H.R.A. income but most were small (less than 5% of 
H.R.A. income). Details of the range and distribution of rate fund contribu- 
tions of those authorities in the l.M.T.A. Housing Statistics for 1965/66 are 
set out in Appendix H. 
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Rent Fixing 

11/26. Section 111 of the Housing Act 1957 provides that ‘the general man- 
agement, regulation and control of houses provided by a local authority . . . 
shall be vested in and exercised by the authority, and the authority may make 
such reasonable charges for the tenancy or occupation of the houses as they 
may determine’. 

11/27. There is however no statutory requirement that a local housing 
authority must fix rents at levels which will result in a sufficient income to 
balance the H.R.A. nor is there any prohibition on charging rents which will 
yield a surplus on the account. In practice, however, an authority’s freedom 
to fix rents is limited by the requirement in section 1 1 1 that the charges should 
be ‘reasonable’. 

n/28. The interpretation of ‘reasonable charges’, and also related aspects 
of rent fixing, such as rent pooling (II/ 30-31 below) and rebate schemes 
(II/ 32-37 below) have been the subject of a number of Court cases (Appendix 
I), In particular, the Courts have found that, ver>' broadly, a local housing 
authority should maintain a reasonable balance as between tenants or groups 
of tenants; and as between the general body of the ratepayers and council 
tenants as a whole. 

11/29. Many local housing authorities aim to fix rents at levels which will 
produce sufficient rental income to balance the H.R.A. after making due 
allowance for housing subsidies and other income occurring during the finan- 
cial year, or to produce a surplus large enough to avoid too frequent revisions 
of their rent structure. Others fix their rent levels after making allowance for a 
voluntary rate fund contribution as well (11/23-25 above). 

II/ 30. In nearly all cas^ local housing authorities ‘pool’ their rent income 
to a lesser or greater degree. Rent pooling means that an authority can fix 
standard rents for its houses on a broadly uniform basis, subject to due varia- 
tion for such factors as size, amenity and location, but without regard either 
to the original ‘historic’ capital cost of each house, or to the amount of 
Exchequer housing subsidy payable on the house. Thus the rent of a house 
built before 1939, or in the immediate post-war period, when costs were much 
lower than now, will often exceed the annual cost of the loan charges on the 
house together with the costs of management and maintenance. The capital 
value of such houses, of course, will also have increased with the passage of 
time. Similarly, as a result of rent pooling, the rent of a house built in recent 
years at higher building costs may be well below the annual loan charges and 
costs of management and maintenance; but those houses too may contribute 
to the pool, rather than draw on it, in future years. 

11/31. The practice of rent pooling is not simply a matter of accounting 
practice. It is a most important factor in securing a rational and equitable 
rent structure for local authority housing. It enables an authority to ensure 
that the rents of dwellings of generally comparable size, quality and amenity 
are similar, rather than tied to the original cost of construction and the subsidy 
payable. Many tenants have benefited from rent pooling in the past, and it is 
just as relevant to the needs of today and the future. 
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Rent Rebates 

II Section 113(3) of the Housing Act 1957 provides that ‘the local 
authority may grant to any tenants such rebates from rent, subject to such 
terms and conditions, as they may think fit . 

11/33. The White Paper ‘The Housing Programme 1965 to 1970’ (Cmnd. 
2838) stated the Government’s views on the need for rent rebate schemes as 

follows : 

‘ 41 . Rent policies are also for local decision. But if the extra subsidies now 
to be provided are to be used, as they should be, to relieve those with the 
greatest social need, these policies should reflect the fact that the financial 
circumstances of council tenants vary widely. This means that subsidies 
should not be used wholly or even mainly to keep general rent levels low. 
Help for those who most need it can be given only if the subsidies are in large 
part used to provide rebates for tenants whose meam are small. A number of 
authorities have had the courage to adopt thorough-going rent rebate schemes 
and have found that it does not entail raising general rent levels beyond the 
means of the majority of their tenants. The more generous subsidies now to 
be provided create an opportunity for all authorities to review their rent 
policies along these lines. In doing so, they will be able to take into account 
the higher standards of accommodation which will increasingly be provided 
with the aid of the new subsidies. On both matters— tenancy and rent policies 
— there will be consultations with the local authorities.’ 

11/34. Following the White Paper, the Ministry held discussions with the 
local authority associations, as a result of which a Working Party was set up, 
comprised of "the Ministry, the Associations, the Greater London Council and 
representatives of the New Town Development Corporations, to examine the 
principles and practice of rent rebate schemes. 

11/35. The Working Party reported in the spring of 1967, and its recommen- 
dations were generally welcomed by the Associations. Subsequently, the 
Minister issued a circular (M.H.L.G. Circular 46/67) based largely on the 
Working Party’s recommendations, giving local housing authorities fresh 
guidance on the subject of rent rebate schemes, but making it clear that the 
detailed examples contained in the circular would need to be adapted to local 
needs and conditions. 

11/36. Local authorities are not obliged to operate rent rebate schemes, but 
some authorities had schemes before the last war and the number has been 
growing in recent years. 

11/37. Of the 961 out of 1413 local housing authorities included in the Hous- 
ing Statistics of the Institute of Municipal Treasurers and Accountants for 
1965/66, 44% operated rent rebate schemes. These authorities owned 63% 
of the total housing stock of the authorities included in the Housing Statistics. 
(Appendix J.) The indications are that the number of rent rebate schemes has 
increased since then. 



Priilted image digitised by the University of Southampton Library Digitisation Unit 



Rent Reviews 

n/38. Local housing authorities are required under section 113(4) of the 
Housing Act 1957 to review rents from time to time and ‘to make such changes, 
either of rents generally, or of particular rents, and rebates (if any) as circum- 
stances may require’. 

11/39. Although this section does not require rent reviews at specified inter- 
vals, it is common for councils to review^ their general rent structure at least 
every three years or so. Consequently, it may be assumed that in any given 
year not less than three or four hundred councils are engaged in rent reviews 
which may result in significant changes in rent levels. 
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Part III The Function of the Housing 
Revenue Account 



General 



III/L The H.R.A. is part of the General Rate Fund Account : that is to say, 
it is simply one component part of an authority’s overall financial structure, for 
which they are accountable. In that sense it is no different from the education 
account or the highways account. 

III/2. Under the first housing subsidy Acts, authorities were required to keep 
separate accounts for dwellings provided under each Act, and to apply different 
rules as regards rent fixing for dwellings provided under different Acts. The 
Housing Act 1935, however, provided for the consolidation of these separate 
accounts into a single account. This enabled authorities to make use of Tent 
pooling’, in relation to their total housing stock (11/30-31 above). 

III/3. The general shape and scope of the H.R.A. has hardly changed since 
1935, and in many ways it still reflects the earlier days of subsidised housing. 
Essentially, it was conceived as a simple record of expenditure and income 
such as one might reasonably expect a local authority or housing association 
to maintain for a modest estate development of cottage housing : the costs of 
providing, maintaining and managing the estate on the one side, and the 
income from rents and subsidies on the other. 

III/4. The activities of a large local housing authority today have grown in 
scale and complexity — as a property owner, responsible for several thousand 
dwellings of widely varying age and type, with many types of associated 
development, shops, community buildings, etc.; as a landlord, responsible for 
thousands of tenants with very varied needs; as a developer, responsible for a 
major part of the development and redevelopment of the town. Nevertheless, 
the general concept of the H.R.A. is still valid and convenient and one of our 
aims has been to ensure that its essential simplicity is not obscured by the 
accretions of time. It is still very necessary and useful for a local housing 
authority to have available one account which brings together all items of 
expenditure and income which are attributable to the provision of housing. 
The authority then has as clear a picture as possible of the cost of providing 
housing for council tenants, and the H.R.A. can serve as a basis for policy 
decisions. In particular, a local authority has a duty to balance the cost of 
housing fairly between tenants and other ratepayers, and it can do this only 
if it has a clear statement of the costs involved and is confident that it includes 
all the relevant costs and all relevant sources of income. 

III/5. It has sometimes been argued that there is no longer any need to 
prescribe by statute a comprehensive list of items to be credited and debited 
to the H.R.A. because this is an impediment to efficient and flexible account- 
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ing practice. The more general view, however, is that housing is such an 
important aspect of a local authority s functions and expenditure, in which 
both tenants and other ratepayers have a major interest, that it should be 
accounted for as a separate entity and in as clear and uniform a manner as 
possible. We share this view, but we have found that there is a good deal of 
uncertainty about the scope and purpose of the H.R.A., and a lack of any 
generally accepted principles underlying it. As a result, there tend to be 
complaints either that housing is an unreasonable charge on the rates or that 
the tenants are required to bear costs which should properly be a charge on 
the ratepayers at large. 

Ill ' 6 . A number of suggestions have been made as to the basis on which 
the H.R.A. should be constructed, and there are also some common miscon- 
ceptions about its present purpose. We shall deal with these briefly before 
giving our own views. 

Ill 7. It is very commonly supposed that the whole purpose of having a 
statutory H.R.A. is that this is the basis on which the local audiority must 
fix the rents of the houses they own. As a matter of law, there is in fact no 
specific connection between the statutory obligation to make ‘reasonable 
charees’ (11/26 and 11/28 above), or the statutory obligation to review rents 
fronT time to time (H/38-39 above), and the requirement to maintain an 
H.R.A. The costs borne by the H.R.A. are not necessarily reflected in the 
rents charged, not only because of housing subsidies, but also because the 
authority is free to make a surplus on the account and to make such contri- 
butions from the rates to the H.R.A. as it thinks fit, subject to the need to 
maintain a reasonable balance as between the general body of the ratepayen 
and council tenants as a whole fII/28 above). Nevertheless, the state of the 
H.R.A. is of course highly relevant to the fixing of rents and, because the 
great majority of authorities make no rate fund contribution or only a verj 
small one, the H.R.A. is in practice the major factor in determining rents 
charsed, and the courts have held that this is a proper basis on which rents 
mav be fixed. Moreover, a large deficit on the H.R.A., reflected in a growing 
rate fund contribution, is generally regarded as a strong indication that the 
rents must be review^ed. < 

III / 8. The view is also commonly expressed that local authority housing is ] 
a ‘social service’ and that there is therefore no essential connection betweei 1 
the costs of providing it, as reflected in the H.R.A., and the charges made to i 
those whose needs the service is intended to meet. We take the view that, 
whether subsidised housing is described as a social service or not, it mate 
no difference to the need to clarify the content of the H.R.A. It is just as 
important that the income and expenditure of a social service account should 
be clearly presented as it is in the case of any other account. 

in/9. It is sometimes suggested that most, if not all, of the issues that ariss 
in deciding what is properly chargeable to the H.R.A. can be resolved b} 
limiting it to : 

(i) the costs of development which would be incurred by a private developer 
and 

(ii) the costs of maintenance and management which would be incurred by i 
private landlord. 
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sieadily in view, many of the difficulties can be resolved. The emphasis is 
on the cost of providing and maintaining dwellings, and the aim is to establish 
what the cost of these operations really is, and to ensure that it is not 
obscured by other factors. In a real sense, this takes us back to the original 
purpose of the H.R.A. CIII/3 above)— and this is all to the good, provided it 
is recognisai that the H.R.A. is now dealing with a much more complex 
range of costs. 

Ill 14. Given these general objectives, the aim must be; 

fil to identify the items of expenditure specifically related to these three 

categories of cost; 

i2l to determine the cost at W'hich these items should be debited to the 
H.R.A., and the extent to which part of certain costs should be appor- 
tioned to other accounts; 

(31 to present the H.R.A. in a way which shows clearly the objects of expen- 
diture and the sources of income. 

Ill/ 15. If the H.R.A. is constructed in this way, it remains for the authority 
to decide whether, within these limits, the H.R.A. should be self balancing or 
whether a rate fund contribution should be made. It is not for our Working 
Party to examine the policy issues raised by these decisions. But there are 
certain items included in the H.R.A. which many authorities regard as costs 
to which ratepayers generally, and not only tenants, can reasonably be 
expected to contribute — for example, warden services in old people’s housing 
and irrecoverable rent arrears incurred by problem families. We have noted 
these where they occur in Part IV of the report. Beyond this, of course, an 
authority may decide that the total cost of providing housing is such that a 
general rate fund contribution to the H.R.A. would be warranted. We have 
already commented in the Introduction to this report, on the fact that the 
scale and scope of an authority’s housing activities are likely to bear signifi- 
cantly on such decisions (1/13 above). 

Ill / 16. Essentially, the local housing authority must first identify the items 
of expenditure properly chargeable to the H.R.A.; and then, as a second and 
separate decision, consider how those costs should be met — whether by the 
tenants alone (after allowing for housing subsidy) or whether the ratepayers 
should contribute. 

Ill/ 17. To sum up, we believe that the H.R.A. serves a useful purpose if it 
shows clearly the cost of providing and maintaining the authority’s housing 
stock, and any services or amenities provided exclusively for tenants, together 
with the sources of income. This may seem obvious, but it will be seen from 
the range of items discussed in Part IV that at present the H.R.A. can include 
a variety of items which are either not clearly related to these three categories 
or which raise problems of costing or apportionment. In our view, the more 
accurately the H.R.A. can be made to reflect these three categories of cost, 
and only these, the more useful it becomes as a basis for deciding rents, rate 
fund contributions, and other aspects of an authority’s housing policy. 
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10/ i8. Our attention has been concentrated chiefly on the content of the 
H.R.A. and the methods of financing the account. There may also be scope 
for improvement in the form and presentation of the H.R.A., and we recom- 
mend that the Institute of Municipal Treasurers and Accountants should be 
asked to review the standard form of account and to consider whether any 
changes can usefully be made. 

Ill/ 19. Public discussion of local authority housing costs and rents is often 
obscured by a lack of understanding as to what expenditure is covered by the 
H.R.A. and how that expenditure is met. The H.R.A. itself is a relatively 
simple account, but it does not necessarily show clearly what is comprised in 
the main categories of expenditure and income. A few authorities have 
produced a simplified exposition of the account and have illustrated it with 
bar diagrams etc. so as to show the main components of expenditure and 
how those costs are met. We believe that this can often be a useful exercise in 
public relations and can lead to a better informed discussion of housing 
matters. We commend the idea to other authorities. 

III/20. A related point which can lead to misunderstanding is the way in 
which the cost of housing functions is customarily shown on the back of rate 
demand notices. The prescribed form simply shows the cost of housing (net of 
rental income) but before deduction of Exchequer grants and subsidies. The 
income from Exchequer grants and subsidies is shown as a separate item to be 
deducted from the cost of housing, but no figure is given showing the actual 
cost to the rates of (a) contributions to the H.R.A., and (b) other housing 
expenditure not included in the H.R.A. (e.g. improvement grants to private 
persons). All ratepayers have an interest in the cost to the rates of housing 
services, and we consider it most important that the information contained 
on the rate demand notice should present a clear picture of the position. We 
therefore commend the practice of some local authorities who add an explan- 
atory note clarifying these figures, and showing the actual net cost to the 
rat^ of housing, the rate fund contribution to the H.R.A. and sometimes an 
indication, where appropriate, of any specific purpose for which the contri- 
bution is made, e.g., for a warden’s service with grouped accommodation for 
old people. 
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Part IV Certain Items Charged to the 
Housing Revenue Account 



General 

IV/ 1. It is often assumed that the statutory provisions governing the H.R.A. 
give a clear answer to all questions about charges to be debited to the H.R.A. 
This IS not so. In the first place, some factors crucial to the determination of 
the total costs borne on the H.R.A.— such as methods of loan finance— are 
not dealt with in the housing statutes. We examine these in Part V of the 
report. But it is also the case that some of the relevant statutorv provisions 
are themselves of a general nature. In particular the Fifth Schedule to the 
Housing (Financial Provisions) Act 1958. following Part V of the Housing 
Act 1957, contains no definition of what constitutes ‘housing need’, or of the 
full range of items to be included under ‘housing accommodation’. 

IV/ 2. In general, we do not consider that the absence of such legislative 
definition is a serious disadvantage. It is right that local housing authorities 
should have wide powers to deal with the housing needs of their area, and 
any exact definitions of housing need or provision could well prove to be too 
limited and inflexible to enable an authority to deal with constantly changing 
housing conditions. Furthermore, there is in fact a very large measure of 
agreement on all sides about the kind of housing expenditure that should be 
charged to the H.R.A. The items of expenditure which have been questioned, 
though large in number, tend in the majority of cases to be small in cost. For 
convenience we deal with them below in alphabetical order rather than in anv 
order of importance. 

IV/3. While it has been our aim to offer specific recommendations or advice 
wherever possible, there is sometimes a conflict between accounting practice, 
which requires a degree of flexibility in apportioning costs according to the 
objects of the H.R.A., and the need for specific rules either in the interests 
of consistency or for the purposes of subsidy administration. We have not 
found, however, that this conflict often arises, and wherever possible we have 
opted for a reasonable degree of flexibility rather than rigid rules. We have 
recommended (1/ 10 above) that the Institute of Municipal Treasurers and 
Accountants should be asked to consider the relationship between our pro- 
posals for the H.R.A. and local authority accounts in general. 

Disposal of Refuse 

IV/4. In traditional schemes of ‘refuse disposal’ there are three distinct 
phases, only the last of which is properly described as ‘refuse disposal’. 

The Storage of Refuse. In low-rise buildings this is usually provided for by 
dustbins and sacks; in high-rise buildings these may be replaced by large com- 
munal containers. 
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The Collection of Refuse. This involves the periodic collection of refuse from 
storage receptacles by vehicles for transportation to the disposal sites. 

The Disposal of Refuse. This is the final stage in which refuse is disposed of 
by, for example, tipping under controlled conditions or incineration. 

IV/ 5. Normally, the houseowner has been responsible for the cost of stor- 
age and the refuse authority has been responsible for the cost of collection 
and disposal. The situation can, however, become confused in complex high- 
rise developments in urban areas. 

IV 6. The traditional three-phase system of storage in bins or sacks, fol- 
lowed b\ collection and then disposal away from the site, is used with 
multi-storey dwellings as well as with traditional low-rise buildings. In modem 
multi-storey buildings it is usual, however, for storage in individual bins or 
sacks to be replaced by central storage. This central storage in high buildings 
is often achieved by a system of dry chutes and containers. Collection from the 
containers and oflf-site disposal then follow in the usual way. Local authorities 
sometimes go further, however, and install in blocks of flats systems which 
can dispose of the refuse on the site. 

IV/ 7. There are three main types of system which can be used to dispose of 
all or part of the crude refuse on the site. First, the Garchey system, in which 
waste is conveyed from each flat by hydro-extractor to an on-site incinerator 
plant. Secondly, dry chutes as described, but associated with an on-site 
incinerator. Thirdly, pneumatic suction by which the waste is conveyed 
through vertical refuse chutes to a horizontal transporter pipe, through which 
it is sucked to an on-site incinerator. 

rv / 8. The capital cost of all these systems is much higher than the cost of 
installing dry chutes and containers only, but can result in savings in varying 
degrees of recurrent expenditure to the refuse authority because only some 
residual waste has to be collected and disposed of. Some part of the cost of 
the on-site disposal systems can therefore be reasonably treated as a refuse 
collection and disposal cost. (The relative capital costs of different methods 
of on-site disposal are illustrated in Table K on page 96 of the report of the 
Working Party appointed by the Minister of Housing and Local Government 
to consider ‘Refuse Storage and Collection’ (H.M.S.O. 1967)). 

IV/ 9. On the other hand, the installation of these systems may result in an 
improvement in domestic convenience for the tenant (e.g. the Garchey system 
enables much household waste to be easily disposed of in the kitchen sink), 
and can also result in savings in the cost of the overall housing development 
(e.g. by reducing the provision for access roads for refuse disposal vehicles). 

IV/ 10. We conclude that where on-site refuse disposal is provided in a 
housing development, it would be reasonable to consider the case for an 
apportionment of costs as between housing on the one hand and refuse 
collection and disposal on the other. We do not consider it practicable to 
recommend a precise formula for apportionment because the relevant con- 
siderations will vary from scheme to scheme, and can only be sensibly deter- 
mined by the local housing authority, in consultation with the refuse authority. 
We suggest, however, that normally the following estimated costs should be 
taken into account : 
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(a) the difference between the cost to the housing authority of (i) the notional 
oan charges on the cost of installing dry chutes and containers- and (ii) 
the actual loan charges on the cost of installing the on-site disposal 



(b) 

fc) 

(d) 



the estimated savings in recurrent expenditure to the refuse authority; 

any estimated savings to the housing authority in the cost of providing the 
overall housing development; and 

^hetermn^ added domestic convenience which results for 



IV/11. We note the Working Party on Refuse Storage and Collection have 
recommended that legislation should be introduced requiring the refuse 
authorities to Provide refuse storage facilities in all residential premises. We 
also understand that some authorities already provide such facilities Where 
this IS the case, we suggest that the reasonable cost of storage for council 
dwellings should also fail on the refuse authority. 



Houses Built, or Acquired and Improved, for Sale 
IV/ 12. Local housing authorities sometimes build houses for sale to owner- 
occupiers. I^ss frequently, they may acquire older houses, which they 
improve with the aid of an Exchequer contribution (IV/ 15-21 below) with 

~ rel^^m such 

wnf f ^ S under the provisions of section 

50(l)(a) of the Housmg (Fmancial Provisions) Act 1958. We consider that 
irrespecUve of whether such transactions result in a loss or profit it is in- 
appropriate for these costs to be brought into the H.R.A We therefore 

recommend that section 50(l)(a) should be amended to exclude such income 
and expenditure from the H.R.A. 



Houses provided for other Local Authority Services 
IV/ 13. Sometimes other local authority services need to provide ‘tied’ 
houses for their employees (e.g. a school caretaker employed by an education 
authority). In such cases the tenancy normally lapses if the person concerned 
leaves the employment of the local authority service. It is not part of a local 
housmg authority’s duty to provide houses for this purpose, and we therefore 
suggest that they should be provided by the other services under loan sanc- 
tions^ given under the appropriate non-housing statutory powers. If a local 
housmg authority makes a Part V house available for use by another local 

authority servi<^, then an appropriate adjustment should be made to ensure 
that no loss falls on the H.R.A. 

IV/ 14. Where, however, a local authority employee obtains a council 
t^snancy m his own right as an applicant for a council house and his tenancy 
does not lapse with his employment with the authority, then no such special 
adjustment would be justified. ^ 
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Improvement and Conversion 

IV'/ 15. It is generally recognised that the improvement of the older housing 
stock is as necessary a part of an effective housing programme as the 
building of new houses. Local housing authorities are involved in this work 
in three ways : 

(a) the administration of the system of improvement grants for private 
owners; 

fb) the improvement of older council housing; 

Id the acquisition of existing houses for conversion and improvement to add 
to their stock of rented housing. 

Item (a) above is excluded from the H.R.A., but items (b) and (c) are houses 
held for Part purposes and are normally included in the H.R.A. The local 
authority receive contributions from the Exchequer for improvement of both 
types of property (existing council houses and houses bought and improved 
to add to the stock). 

IV/ 16. The emphasis in the future is likely to be on the improvement of 
whole areas, including the environment, rather than on the improvement of 
individual houses (though that will continue). The aim will be to encourage 
private owners to improve their property, and to exploit this potential to the 
full. But there is bound to be in any area a number of owners who are not 
able or willing to improve their property, and in those cases the responsibility 
will almost inevitably fall on the local authority. 

IV/ 17. The question is then bound to arise as to whether the costs incurred 
by the local authority in acquiring and improving these residual properties 
in an improvement area (which may often be those in the worst condition) 
should fall on the H.R.A. or be dealt with separately. In short, is the motive 
primarily to complete the improvement of the area, largely in the interests of 
the town as a whole and of private owners who have been encouraged 
to improve their own property, or to provide Part V housing accommodation? 
If it is the former (and particularly if the operation involves a net loss), why 
should it be charged to the H.R.A.? 

IV/ 18. Our provisional view is that the local housing authority’s responsi- 
bility for dealing with the housing needs of its area can, and should, include 
the provision of improved accommodation by means of acquiring and con- 
verting or improving existing property, just as it includes the provision of 
improved or better accommodation for persons displaced from unfit houses 
under slum clearance procedures. There is no difference in principle here. 
Whether there is a difference in the net cost to the authority depends on the 
cost of the operation, the future life of the property and its rental value, 
and on the subsidy and grant arrangements. These aspects are being examined 
as part of the concurrent review of the legislation affecting the improvement 
of older housing. 

IV/ 19. At this stage our general view is that, where such property is 
acquired and converted or improved by a local housing authority under Part 
V powers, the cost is properly charged to the H.R.A., although we suggest 
that it would be reasonable for a contribution to be made from the General 
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Rate Fund towards the cost of these improvements equal to one third of the 

on ™P™''ements to council houses 

on the same footing as improvements to private houses. 

lV/20. Whatever changes may be made as regards E.xchequer contributions 
for improvement, they are unlikely to affect the principle that the costTf 
providing rented housing to meet the housing needs of the area, whether bv 

H.R.A What would be wrong would be if the improvement of an area in the 
general interests of the town as a whole and of private propertv owners in the 
area, were to result in a net loss which was borne exclusivelv^by the H R A 

n such circumstances we suggest that a rate fund contribution would be 
warranted to offset the loss. 

IV/ 21, We recommend that these points should be taken into account in the 

review of policy and legislation concerning Exchequer grants and contribu- 
tions for improvements. 



Land 



IV/22. Section 99 of the Housing Act 1957 enables a local authority to 
ppropnate for the purpose of Part V any houses or land which may for the 
time being be vested in them or at their disposal 



convenient to consider the question of such appropri- 
ated land m relation to: ^ 

(i) land held by other accounts; 

( 11 ) land acquired as corporate land; or for the benefit, improvement or de- 
ve opment (B.I.D.) of a district under a local act, or under the Local 
/•••X (Land) Act 1963; or under the Town Development Act 1952- 

(ill) acquired under the Town and Country Planning Act 196'?- 
(iv) tad acquired under Part III of the Housing Act 1957. (For convenience, 

Fart HI land is discussed in the section on slum clearance in IV/61-79 
below.) 



IV/ 24. Land is sometimes appropriated from service accounts, such as edu- 
ction and highways, for the provision of housing under Part V of the 
Housing Act 1957. It is the normal practice in such a case for the charges 
debited to the H.R.A. to be based on the current market value of the land 
at the date of the appropriation. We consider that this is right because in 
some cases the service account will have to acquire alternative land at current 
market prices in place of the land which is appropriated, and land appropri- 
ated from Part V housing purposes to other service accounts is transferred 
on this basis (subject to IV/36-38 below). 

IV 125. Local authorities sometimes acquire land in advance of requirements 
under local or general powers for the benefit, improvement or development 
of their district; under corporate land powers; or under similar powers Such 
powers are normally used where there is doubt about the exact purpose for 
which the land is eventually to be used. 

rV/26. When such land is put to a positive use before appropriation, then 
we are agreed that, as with land held by service accounts, it should be 
appropriated for Part V purposes at the current market value at the date of 
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appropriation. We have, however, to record a difference of opinion as regards 
such land which is not put to a positive use before appropriation to housing. 

IV/27. The Ministry’s view, as reflected in the Housing Subsidies Manual 
CH.M.S.O. 1967), is that the costs debited to the H.R.A. should not be greater 
than the costs which would have been incurred had the land been acquired 
under Housing Act powers. If interest charges already met were added to the 
historic cost, this would have broadly the same effect on the H.R.A. as if the 
repajment of the original capital cost had been deferred and interest payments 
capitalised in the period of the deferment. But such a basis for the adjustment 
of accounts could result in a heavy additional capital burden on the H.R.A., 
and it could result in the capital sum charged to the account exceeding the 
current market value of the land. The Ministry also take the view that since 
normally land acquired under Housing Act powers would not be held for more 
than a few years before development, it would be unreasonable to expect the 
H.R.A. to accept the interest charges which may have accumulated, m some 
cases, over many years. The Ministry therefore consider that, in the case of un- 
developed land appropriated for housing, accounts should normally be 
adjusted on the basis of historic cost. The Ministry accept however that it is 
reasonable to add to the historic cost an element for expenditure directly 
related to the land, such as any repayment due on development under section 
113 of the Town and Country Planning Act 1962. 

IV/ 28. The majority of the local authority representatives on the Working 
Party, however, disagree with this view. They consider that any increment in 
value that occurs between the date of acquisition of the land and the date of 
appropriation should go to the general body of the ratepayers, since they are 
entitled to the current value of the land, in which ratepayers’ money has been 
invested, and also to any increased value due to environmental improvements 
carried out by the local authority. They consider that this is also due to the 
ratepayers in consideration of the fact that they have forgone the benefits 
which might have arisen from the other use of the money in the meantime. 



IV/ 29. Although we have not been able to reconcile these differences, we 
note that this is not a particularly significant problem in relation to the 
generality of Housing Revenue Accounts, because there are relatively few 
cases in which undeveloped B.I.D. or similar land is appropriated for housing 
purposes. (The suggestion made in IV/ 83 -88 below for Land Holding 
Accounts would, if adopted, obviate this problem.) 
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IV/ 30. Where specific planning grant is payable on land acquired for re- 
development under planning powers, such land would be appropriated for 
housing at its market value for residential purposes, under the proposd 
planning grant rules. Any net profit or loss resulting from appropriations 
on this basis is taken into account in calculating planning grant for the 
authority in each financial year. Where such land is not eligible for specific 
planning grant, however, and where it is appropriated for housing purposes, 
the H.R.A. is sometimes adjusted on the basis of the costs incurred in con- 
nection with the acquisition. Consequently, a similar situation to that described 
in relation to Part III acquisitions in IV/ 71 -79 below can arise in relation to 
land acquired for redevelopment under planning powers. 
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IV/31. Section 96 of Part V of the Housing Act 1957 enables a local 
authority to acquire land, including houses, for the provision of housing 
accommodation. Where these powers are used, the costs incurred in connec" 
tion with the acquisition are debited to the H.R.A. In the normal case such 
acquisitions do not involve expenditure out of the ordinary. But as with land 
acquired under Part III of the Housing Act 1957 (see IV/71-79 below), or 
under planning powers, sites involving redevelopment— including sites con- 
taining obsolescent houses and expensive industrial or commercial property 

might well be acquired under Part V directly, and again the same kind of 
problem, discussed in connection with Part III acquisitions, can arise. 

IV/32. We therefore suggest that local authorities should adopt a similar 
approach to that suggested in relation to Part III land in IV/ 78 below, as 
regards the use of costly redevelopment land acquired under planning powers, 
where specific planning grant is not payable, or acquired under Part V of the 
Housing Act 1957. 

rV /33. If land is acquired for Part V purposes long before it is needed, then 
the H.R.A. will be burdened with unremunerative charges pending develop- 
ment. We therefore consider that it is important that a local housing authority 
should not acquire land far in advance of development unless there are very 
good reasons for doing so. Acquisition in advance, however, is often unavoid- 
able, e.g. where the land is to form part of a larger site for development; or to 
facilitate the execution of a rolling programme of house building; or if 
essential housing land would otherwise be lost. Moreover, early acquisition 
may result in a net saving to the H.R.A. if the price of land rises before the 
development by a sum exceeding the unremunerative charges. 

IV/ 34. The same considerations apply to the premature appropriation of 
land for Part V purposes although, of course, if the land is acquired under 
non-housing powers for convenience, with the intention of housing use, it is 
only reasonable that it should be appropriated promptly. Furthermore, early 
appropriation may be advantageous to the H.R.A. if land is in short supply 
and the authority are anxious to ensure that the site is reserved for council 
housing. But the H.R.A. should not be used as a convenient repository for 
land which the authority happen to own but do not require for any other 
purpose. If there is no serious shortage of building land in the area, it may 
be more advantageous to the H.R.A. to buy land as it is required rather than 
hold appropriated land for longer periods. 

IV/ 35. When land within a housing development is needed for other services 
such as public open space or highways, we consider that it is desirable to 
acquire the land needed for each service under the relevant statutes and for 
the appropriate proportion of the acquisition costs to be debited to each 
individual account from the outset. 

IV/36. Sometimes, however. Part V of the Housing Act 1957 is necessarily 
used for the acquisition of land for some other local authority service than 
housing, within an area which is to be used primarily for Part V housing, 
because a reasonably precise determination of the layout of the different end 
uses is not practicable at the date of acquisition. 
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IV/37. Appropriation to the other service at current market value may 
result in a profit to the H.R.A. Equally it may involve the H.R.A. in a loss, 
which could be very significant where, for example, an expensive redevelop- 
ment site is cleared of costly buildings and then appropriated for a use such as 
public open space or highways. In our view, however, it is wrong in principle 
that the H.R.A. should make a loss — or profit — on land acquired under Part 
V with the intention of use for another service. In this connection, we note 
local authorities were given advice on the calculation of the amount at which 
land was to be transferred by agreement or by appropriation, following the 
enactment of the Town and Country Planning Act 1959, in paragraphs 29-32 
of the annexe of M.H.L.G. Circular 48/59. It was suggested that the amount 
should normally be the market value of the land assessed as for compulsory 
purchase and to which the 1959 Act applies (i.e. the 1959 Act price). But it 
was recognised that strict adherence to the 1959 Act price might create special 
problems w'here, for example, an authority buys land with the intention of its 
subsequent transfer or appropriation, in whole or in part, if this would involve 
the transferring authority in a profit or a loss. It was suggested, therefore, 
that the amount at which the land might be appropriated in such a case might 
be based on a fair proportion of the original cost of acquisition, plus the 
reasonable cost of improvements carried out by the transferring authority. 

IV/38. In these circumstances, we consider that in every case where land is 
acquired under Part V which necessarily includes a site that it is intended to 
appropriate from Part V purposes for other uses, whether or not the precise 
location of the site within the wider area of land is known at the date of 
acquisition, then the land should be appropriated to the other service 
promptly, and the basis of the adjustment of accounts should be the appro- 
priate proportion of actual expenses incurred in the acquisition, and of any 
other associated costs already charged to the H.R.A., e.g. interest charges, cost 
of clearance, cost of the provision of services on the site, and a reasonable 
proportion of any other relevant costs which have been properly charged to 
housing. 

IV/39. Where, however, at a later stage it is decided to appropriate for 
another use land originally acquired under Part V for housing use which has 
proved to be surplus to requirements, we consider that the land should be 
appropriated at the market value in the usual way, as is the case with land 
similarly acquired for other services and later appropriated to housing. 

IV/ 40- Where a part of the site acquired for housing is appropriated for 
another service, such as public open space, it may result in the remainder of 
the site being developed for housing at a higher density and consequently at a 
greater cost of building per person than would have been the case if the whole 
site had been used. It has been suggested that in these circumstances, the land 
should be appropriated at an inflated valuation to offset the consequential 
increase in house-building costs, instead of current market value. We do not 
agree with this proposal. A local authority is responsible for deciding the best 
use of the land which it acquires, having regard to the financial implications 
for each account. If the appropriation of housing land for another service 
w^ould result in an excessive loss to the account, then it should not be appro- 



28 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Sale of 
Part V land 



Housing 
subsidies 
for land 



Appropriated 
land: 
debits to 
H.R.A. 



priated. In any event, the density of housing development should not be 

dictated by such factors. But these are matters for the local authority to 
decide. 

IV/41. Where the land acquired under Part V is sold, it should be disposed 
of at its current market value. Sometimes a local authority may wish to dis- 
pose of land below current market value — for example, to assist a housing 
association. We consider that the net loss involved in such assistance, how- 
ever, should be a charge on the General Rate Fund through the medium of a 
rate fund contribution to the H.R.A. since any such assistance which the 
local authority gives should be conferred by the general body of ratepayers. 
(Income and expenditure relating to housing associations are of course ex- 
cluded from the H.R.A.). 

IV / 42. The question of the basis of payment of Exchequer housing subsi- 
dies does not come within our terms of reference. We think it appropriate to 
record our view however that normally the amount taken as the initial basis 
for the calculation of subsidy, and the amount at which the land is debited 
to the H.R.A., should be the same. Otherwise, the H.R.A. would carry an 
unsubsidised proportion of the cost of appropriated land used for subsidised 
buildings and w'orks. This does not seem justifiable if it is accepted that the 
land should be used for subsidised housing. 

IV/43. We are advised that the provisions of paragraph 2 of the Fifth 
Schedule to the Housing (Financial Provisions) Act 1958 do not permit a 
local housing authority to debit the H.R.A., for the purpose of an adjustment 
of accounts on the appropriation of land for Part V housing purposes, 
amounts in respect of loan charges other than the residual loan charges 
relating to the debt outstanding on the land. Consequently debits in excess of 
these amounts, whatever form the adjustment of accounts takes, require the 
Minister’s direction under paragraph 4 of the Fifth Schedule. We consider 
that this is an unnecessarily complicated procedure and recommend that the 
Fifth Schedule should be amended to enable the H.R.A. to be adjusted in 
these circumstances without a paragraph 4 direction, subject to any necessaiy^ 
stipulation that the amount taken for the adjustment of the H.R.A. shall be 
the same as that which is taken as the initial basis for the calculation of 
subsidy, where relevant, and subject also to the differences of view noted in 
IV/ 25-29 above where B.I.D. land is concerned. In the meantime we recom- 
mend that the Ministry should consider the issue of a general direction under 
paragraph 4(2) in this sense. 

Open Spaces and Play Areas 

rV/44. In any modem housing development, private or public, provision 
should be made for a modest amount of amenity open space, landscaped 
where necessary, and play areas for children. We consider that the facilities 
are as much a part of the housing development as garages and housing access 
roads, and therefore are costs properly chargeable to the H.R.A. 

IV / 45. The situation is very different, however, in high density housing 
schemes in areas of large scale urban redevelopment. Local housing authori- 
ties often make extensive provision for open space, including well equipped 
and supervised playgrounds, because of the shortage of general public open 
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space in the area. These facilities are often used not only by council tenants 
on the estate but also by residents in neighbouring areas, both private and 
council estates. It seems clear that open space provision of this kind is in a 
different category from the amenity open space normally provided by a 
housing authority, and certainly beyond what most private developers would 
be expected or prepared to provide. In these circumstances, we consider that 
it mav be reasonable for a proportion of the cost of such facilities to be 
charg^ to the parks and public open spaces account. 

Rent Rebate Schemes 

IV/46. It was stated in the Government’s White Paper (11/33 above) that 
subsidies should not be used wholly or even mainly to keep general rent 
levels low, and that help for those who most need it can be given only if the 
subsidies are in large part used to provide rebates for tenants whose means 
are small. 

IV /47. Rent rebate schema are not properly regarded as an item of ex- 
penditure but are a means of establishing a rational and equitable rent 
structure for subsidised housing. They have the effect, of course, of reducing 
the rental income in relation to the local authority’s standard rents. It is now 
widely accepted that rent rebates are a first charge on Exchequer subsidies, 
and some authorities also make a rate fund contribution to offset any loss 
in rental income due to the operation of a rebate scheme and to the extent 
that this is not met by Exchequer subsidy. This is a matter for each authority 
to decide, having regard to the overall level of rents and its duty to hold a 
fair balance between the interests of tenants and other ratepayers. 

Roads and Streets 

IV/48. A local housing authority is empowered under section 92 of the 
Housing Act 1957 to provide roads as a necessary part of the provision of 
housing accommodation, or under section 93 as adjuncts of the provision of 
housing accommodation under section 92. Section 107 enables those roads 
which can otherwise be provided under Part V to be provided as public roads. 
Where by virtue of section 107 a road is constructed as a highway by a 
housing authority that is also a highway authority, the highway becomes 
maintainable by public expense under section 38(2) of the Highways Act 
1959. The provision of roads by housing authorities normally involves only 
the laying out of minor roads, within the boundaries of a housing estate, 
which link up with the existing framework of roads maintained by the highway 
authority. 

rV/49. We consider that the provision of housing estate roads is part of 
the cost of providing housing accommodation, to the extent that a private 
developer building a housing estate would normally meet the initial cost of 
such roads which would then be reflected in the purchase price or rent. 

rV/50. It is sometimes argued that the cost of providing all housing estate 
roads should be charged to the General Rate Fund, perhaps via the highways 
account, rather than to the H.R.A. on the grounds that their value remains 
with the ratepayers at large after the houses with which they are provided 
have outlived their usefulness and are demolished. This argument is based on 
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a misunderstanding of the accounting position. Quite apart from the fact that 
roads do not necessarily outlast houses before the former need more or less 
total renovation, their value remains an asset of the H.R.A. Thus if a road 
on a pre-war housing estate is transferred to another account on the re- 
development of the estate for other purposes, the H.R.A. would receive a 
credit based on the current market value of the land, reflecting the fact that it 
includes a road. 

IV/51. We note that the highways authority is normally prepared to ‘adopt’ 
and take over the cost of maintaining a housing estate road, provided the 
road has been built up to the model byelaw standards. The lighting authority- 
then normally take over the cost of maintaining the lighting of the road. The 
loan charges incurred in connection with the original provision of the road 
remain debited to the H.R.A. and the land on which the road is built remains 
as an asset of the H.R.A. 

IV/ 52. We note that it has been suggested that the cost of maintaining and 
lighting staircases and lifts in blocks of flats should be met by the highways 
and lighting authorities, on the grounds that lifts and staircases serve a similar 
function to roads. We consider, however, that there is no real similarity 
between staircases and lifts inside a building, w'hich are used only for the 
tenants’ purposes, and estate roads which serve a wider purpose and may 
also be used much more by the public at large. It is true of course that 
multi-storey development involves higher capital costs than tw'o storey housing, 
and this is recognised by the additional subsidy for such development. 

IV/ 53. A housing estate road does not always serve the needs of council 
tenants alone. For example, a road running across an estate might be used 
by the general public as a through route. Where the benefit derived by the 
general public is very limited, we consider that the cost is a proper charge to 
the H.R.A. But sometimes a very substantial part of the benefit of such 
‘through’ housing estate roads — and pedestrian footpaths and bridges in 
modem developments — is conferred on other users. For example, such roads 
may be used by some other local development such as a school; or they may 
serve an important local public function such as providing an essential through 
route for bus services connecting one part of the town with another. Provided 
that such roads have to be constmcted to higher standards than would have 
been the case had they served only the council estate, we consider that the 
cost of providing such roads should be apportioned between the H.R.A. and 
the other appropriate accounts on whatever basis seems reasonable in rela- 
tion to the benefit derived by the council tenants and the other users, e.g. by a 
contribution to the H.R.A. or, where the works are associated with Part V 
land which is sold or appropriated for non-housing purposes, by an appro- 
priate adjustment to the amount at which the land is sold or appropriated 
(IV/ 38 above). Conversely, the building of an estate may involve the improve- 
ment of existing highway authority roads to which estate roads have immedi- 
ate access. In general, such improvement works are chargeable to the highways 
account, but there may be exceptional cases where an existing public highway 
is improved solely for the benefit of the housing estate and where it would 
therefore be reasonable for at least part of the cost to be charged to the 
H.R.A. 

31 



Printed image digitised by the University of Southampton Library Digitisation Unit 



32 



IV/ 54. A special problem can arise, however, where major new housing 
developments are provided in a largely undeveloped area where the existing 
road pattern is quite inadequate. This is a fairly new problem and is limited 
to those few local authorities by which major developments are being under- 
taken. Such housing developments consist not of single housing estates con- 
taining a few hundred houses and flats, but a series of inter-related estates 
providing accommodation for many thousands of people, together with social 
facilities such as shopping centres, community halls, schools, clinics and 
public open spaces. Because of the scale of these developments, it is necessary 
to provide not only small roads within the boundaries of the estate, but also a 
whole new highway system equivalent to that of a small new town. In plan- 
ning these road networks, authorities are tending to abandon the traditional 
bvelaw concept of major’ and ‘minor’ roads for a more sophisticated system 

of roads providing for much greater volumes of traffic and pedestrian segre- 
gation. 



rVy'55. The most up-to-date classification of roads is contained in the 
Mmistrj^ of Transport’s publication ‘Roads in Urban Areas’ (1966): 

(i) Primary distributors These roads form the primary network for the 

town as a whole. All longer-distance traffic move- 
ments to, from and within the town should he 
canalised on to the primary distributors. 

(ii) District distributors These roads distribute traffic within the residen- 

tial, industrial and principal business districts of 
the town. They form the link between the primary 
network and the roads within environmental areas 
(i.e. areas free from extraneous traffic in which 
considerations of environment predominate over 
the use of vehicles). 



(ill) Local distributors These roads distribute traffic within environmen- 
tal areas. They form the link between district 
distributors and access roads. 



(iv) Access roads 



These roads give direct access to buildings and 
land within environmental areas. 



TV 156. The Ministry of Housing and Local Government consider that as a 
general rule local distributors and access roads may reasonably be equated 
with the traditional concept of housing estate roads, since their purpose is to 
enable traffic from within the housing estate to enter the wider highway 
system. The costs of these roads should therefore normally be chargeable to 
the H.R.A., and attract housing subsidy. Some local authorities have suggested 
that district and primary distributors should also be regarded as ‘housing 
roads because they would not be needed but for the housing development 
The Ministry of Housing and Local Government do not accept this view. They 
consider that such roads are part of the basic highway system of the area as 
a whole, and as much a general local authority service as schools, clinics and 
public open spaces, which also have to be provided only because of the hous- 
ing development. The Ministry therefore consider that such roads are more 
properly chargeable to the account of the highways authority, where the costs 
would attract rate support grant but not housing subsidy. 
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IV/57. We consider that this matter will need to be pursued by the Ministry 
in consultation with the local authorities concerned, since the appropriate 
allocation of road costs can only be established in relation to the scale and 
planning of individual developments of this exceptional character. 

Sewers 

IV/58. Public health authorities are required under the Public Health Act 
1936 to provide for the sewerage of their districts. In general, local authorities 
who are public health authorities are also housing authorities. 

IV/ 59. There is no statutory definition of sewerage provisions which should 
be provided by the public health authority as opposed to the local housing 
authority. We note, however, that the Ministrv- of Housing and Local Govern- 
ment have identified sewerage costs properly chargeable to housing, in the 
context of housing subsidies, as follows : 

(a) Properly chargeable to housing 
On-site sewers. 

Connection with the nearest suitable existing public sewer. 

Small sewage disposal works exclusively to serve housing estate. 

Septic tanks serving small groups of houses. 

(b) Not chargeable to housing 
Major off-site sewers. 

Sewers across the site which will serve as trunk sewers. 

Sewage disposal works to serve more than the housing estate. 

Renewal and replacement of existing public sewers. 

Extra cost of constructing sew’ers of larger capacity and/or to a greater 
depth than is necessary’ for the housing estate. 

IV/ 60. We agree that on-site sewers and other works listed in IV/59 (a) 
above are an integral part of the site development works associated with 
housing, and are similar in this respect to housing estate roads and amenity 
open spaces. They are, therefore, part of the cost of providing housing 
accommodation and properly chargeable to the H.R.A. We also, agree that 
where an on-site sewer serves users other than council tenants, and con- 
sequently results in the provision of sewers of a larger capacity and / or greater 
depth than is necessary for a housing estate, the additional costs should not 
be borne exclusively by the H.R.A. Instead the costs should be apportioned 
between the H.R.A. and any other relevant accounts, on whatever basis seems 
reasonable in relation to the benefit derived by the council tenants and the 
other users e.g. by a contribution to the H.R.A. or, where the works are 
associated with Part V land which is sold or appropriated for non-housing 
uses, by an appropriate adjustment to the value at which the land is disposed 
of (IV/ 38 above). 

Slum Clearance 

IV/ 61. The purpose of action under Parts II and III of the Housing Act 
1957 is to deal with unfit houses and unhealthy areas, and not to provide 
housing accommodation for the benefit of council tenants. Furthermore, such 
action may be viewed as an instrument of urban renewal, which is in the 
general interest of the town and not solely for the benefit of council tenants. 
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IV/62. Part II of the Housing Act 1957 enables an authority, among other 
things, to make a demolition or closing order in respect of an unfit house. 
Under section 12 of the Act, a local authority may buy a house found on 
appeal to the Courts not to be capable of repair at a reasonable cost. Under 
section 29, a local authority may buy a condemned house and carry out 
works necessary to make it capable of providing accommodation adequate for 
the time being until it is demolished by the authority (‘deferred demolition’). 

IV/63. Part III of the Act enables an authority to deal with contiguous 
groups of unfit houses by declaring a clearance area and then either making 
a clearance order, which places the onus of demolition on the owners, or by 
making a compulsory purchase order, which involves the acquisition and 
demolition of the unfit houses by the authority. Compensation for unfit houses 
is based, subject to certain limitations, on the market value of the site as if 
clears of buildings, together with ‘well-maintained’ payments or an owner/ 
occupier’s supplement in certain circumstances. Compensation for houses in- 
clude in the acquisition because of bad arrangement, or for other areas of 
land and buildings which are necessary to secure the satisfactory redevelop- 
ment of the area, is based on the market value including the buildings. 

IV/64. The costs incurred in connection with slum clearance under Parts II 
and III are normally a charge on the non-statutory housing account part of 
the General Rate Fund, and any income (e.g. rents for the period up to re- 
housing) is credited to the General Rate Fund. Land acquired under Part III 
may be sold for private development or appropriated for any local authority 
purpose. Except in the case of appropriation for Part V housing purposes, no 
part of the direct cost of slum clearance (acquisition and clearance) falls on 
the H.R.A. The cost of providing accommodation for most of the persons 
displaced by the clearance, however, will normally fall on the H.R.A. Where 
Part III land and property are appropriated for the provision of new housing 
accommodation under Part V, however, the costs of acquisition and clearance 
are chargeable to the H.R.A. It is normal practice for the income and 
expenditure relating to such land to be brought into the H.R.A. from the 
date of acquisition where the authority have stated either before confirmation 
of the compulsory purchase order or when applying for loan sanction that 
they intended to use the land for Part V housing purposes. 

Slum houses IV/65. Section 50(l)(b) of the Housing (Financial Provisions) Act 1958 

requires that income and expenditure on the following categories of un fit 
houses should be included in the H.R.A. : 

(a) unfit houses purchased for repair by the local housing authority under 
section 12 of the 1957 Act if after appeal it is found that ‘the house 
cannot be rendered fit for human habitation at a reasonable expense’; 
and 

(b) unfit houses approved for the purpose of Exchequer contribution under 
section 13 of the Housing (Financial Provisions) Act 1958 (the ‘patching’ 
grant). 

IV/ 66. Very few dwellings are acquired by local authorities under section 
12 of the 1957 Act. Authorities are not obliged to acquire such properties, 
but where they do so they are obliged to carry out repairs notwithstanding 
that the properties have been found to be incapable of repair at reasonable 

34 

Printed image digitised by the University of Southampton Library Digitisation Unit 



cost. Such properties are normally acquired and repaired not primarily for 
the purpose of providing accommodation, but rather for the conservation or 
rehabilitation of the area generally. In such cases it would seem reasonable 
cither to exclude the property from the H.R.A. pending resale, or. if it is to 

be retained for Part V purposes, to make a rate fund contribution to offset 
tne exceptional costs of repairs. 



patched’ dwellings referred to in IV/65(b) above, about 
48.500 unfit dwellings have been acquired and approved for ‘patchine’ crant 
most of them by only three authorities. ‘Patching’ involves the execution of 
works to unfit dwellings prior to demolition so that they mav be made suitable 
for temporary housing use in the intervening period. Loan sanction for the 
acquisition and the ‘patching’ of such houses is usually given for sixty and 
fifteen year periods respectively. Exchequer contributions consist of: 

(i) half the loan charges on the cost of purchase from the beginning of the 
financial year in which the purchase of the house is completed, and for 

as long as the house is in use for accommodation, subject to a maximum 
period of 60 years; 

(ii) an annual payment of £8 for fifteen years (for dwellings acquired prior 
to 1964 this was £3) towards the cost of ‘patching’. 

IV/ 68. The loan charges incurred in connection with the acquisition of such 
houses remain debited to the H.R.A. after demolition of the houses only if 
the land is appropriated for the purpose of providing accommodation under 
Part V. Otherwise, costs fall direct on the General Rate Fund as expenditure 
incurred under Part III of the Housing Act 1957 or on the service account to 
which the acquired land is appropriated for further use. The loan charges 
incurred on the cost of ‘patching’, however, remain debited to the H.R.A. in 
any event. 



IV/69. The annual cost of acquiring and repairing ‘patched’ dwellings may 
be greater than the rent which can reasonably be asked because the dwelling 
may provide only sub-standard accommodation for its limited life. A net 
loss therefore may faU on the H.R.A. while the dwelling is in use. The situa- 
tion is rather different once the dwelling is demolished. Although the Ex- 
chequer contribution towards acquisition costs ends at this point, the loan 
charges cease to fall on the H.R.A. if the acquired land is sold or appropriated 
for other than Part V purposes. In these circumstances there is no continuing 
loss incurred by the H.R.A. as regards the cost of acquisition. Furthermore, if 
the acquired land is appropriated for Part V purposes the continuing loan 
charges on acquisition can properly be regarded as part of the cost of provid- 
ing new accommodation rather than as part of the continuing cost of the 
patching’ operation. The Exchequer contribution towards the cost of ‘patch- 
ing continues, however, for the full fifteen years. If, however, the houses are 
demolished before the expiry of the fifteen year loan sanction period, the loan 
charges on the cost of ‘patching’ which remain charges to the H.R.A. are 
offset only by the Exchequer contribution and not by any rent income. This 
could result in an additional loss being carried by the H.R.A. for the residual 
part of the fifteen year ‘patching’ loan sanction period. 
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IV/ 70. But irrespective of whether or not a net loss is made on the unfit 
houses referred to in IV/ 65 above, we consider that the initial and primary 
motive for the acquisition of these houses is, in accordance with the statute, 
the elimination of unfit housing. Moreover, temporary repairs do not provide 
permanent accommodation of an adequate standard for Part V purposes. We 
therefore recommend that section 50 of the Housing (Financial Provisions) 
Act 1958 should be amended to exclude from the H.R.A. these unfit dwell- 
ings. Any net loss would then be borne by the ratepayers at large. 

IV/ 71. It is common practice for an authority to charge the H.R.A. on the 
appropriation of Part III land not on the basis of current market value of the 
site or its value for housing, but on the basis of the expenses incurred in the 
acquisition and the cost of any clearance carried out before appropriation. 
This practice reflects housing subsidy legislation, which generally has made 
subsidy available on the cost of acquisition (including clearance) of Part III 
land, rather than the current market value. 

IV/72. We consider that it is essential, when considering the use of Part 
III land for the provision of Part V housing, to assess the extent to which 
the costs incurred are attributable to (i) the elimination of unfit houses; (ii) the 
realisation of wider planning objectives; and (iii) the provision of new housing. 
The present arrangements under which all of the actual costs of acquisition 
and clearance of Part III land may be debited to the H.R.A. if used for Part 
V housing, have tended to prevent a proper analysis of the total costs, and 
consequently may sometimes have resulted in an unfair proportion of the 
costs being charged to the H.R.A. 

IV/73. Where the cost of acquiring and clearing Part III land does not 
exceed the cost of the general run of other suitable sites available for housing, 
or the after value of the cleared site, w'e consider that there can be no 
objection to the w^hole of these costs being debited to the H.R.A. 

IV/ 74. There is evidence, however, that the cost of acquiring and clearing 
Part III land is sometimes markedly higher than the cleared site value or 
the market value of suitable alternative housing sites. This is especially so in 
areas where building land is readily available, and / or where the Part III land 
involves the acquisition not only of relatively inexpensive slum properties, but 
also of costly industrial or commercial premises. In some northern towns the 
cost of central slum clearance sites can work out at £30,000-£40,000 per acre, 
whilst the cost of undeveloped land further out from the centre may be £3,000- 
£5,000 per acre. In Lx)ndon, on the other hand, slum clearance can result in 
relatively cheap housing land. 

IV/ 75. In some cases it may be that an authority build on high cost Part III 
land in a town centre because this is where their prospective tenants want to 
live. In such a case, we consider that the full acquisition and clearance cost 
is properly chargeable to the H.R.A. 

IV/76. On the other hand, it may well be that the use of an expensive Part 
III site is dictated primarily by wider planning objectives — by a desire to 
renew obsolescent urban areas, and to bring back life to moribund town centres. 
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In these cases, we consider that it is reasonable to treat some 
acquisition cost as attributable to urban renewal rather than the 
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IV/77. Where the circumstances described in the preceding paragraph apply 
it does not .seem renQnrmWf. tUo+ ® 
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of the cost is unsubsidised in those cases which fell to be dealt with under 
previous subsidy legislation, when no basic subsidy was payable on land costs. 

IV/78. In view of all these factors, we recommend that: 

(a) a local housing authority should always consider very carefully whether 
equally suitable and less costly sites are available for housing before 
using an expensive Part III site; and 

(b) where an expensive Part III site is used for housing not because it is the 
best available site for housing but partly because of the authority’s overall 
strategy for urban renewal, the authority might reasonably consider 
making a rate fund contribution to the H.R.A. in respect of these addi- 
tional costs, after making allowance for any Exchequer housing subsidies 
which are payable on the site. 

IV 119 . We think that this approach should ensure that the H.R.A. does not 
carry any part of the costs which are more reasonably attributable to the 
exercise of public health and planning functions of a local authority than to 
the exercise of its functions as a local housing authority. 

IV/ 80. We also recommend that a similar approach should be adopted 
where costly redevelopment land is acquired under Part V of the Housing 
Act 1957, or under planning powers (IV/ 30-32 above). 

IV/ 81. To allow true slum clearance costs to remain debited to the H.R.A., 
however, conflicts with the principles of the account which we have outlined, 
since they are clearly not part of the cost of providing accommodation. We 
therefore suggest that consideration should be given to the creation of a 
separate Slum Clearance Account for land and property acquired under Parts 
II and III because this might offer a better long-term solution than the making 
of rate fund contributions to the H.R.A. There seems to be a strong case for 
this since the purpose of action under Parts II and III is quite distinct from 
action under Part V. In the former case the express statutory purpose is to 
eliminate unfit dwellings; in the latter case the purpose is to provide new 
housing accommodation; and it seems only sensible to secure a clear distinc- 
tion between these costs by quite separate accounting arrangements. If such a 
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separate account were created, slum land once assembled into useable cleared 
sites might then be appropriated to other accounts — including the H.R.A — 
at current market value or the value of the new land use, e.g. housing. 

W/82. This concept of a Slum Clearance Account could perhaps be widened 
into an Urban Renewal Account which could include redevelopment land 
acquired under planning or Part V powers (IV/ 30-32 above). We appreciate, 
however, that this proposal will need much further study, as it would have 
far reaching implications as regards slum clearance and urban renewal activi- 
ties of local authorities, and would call for an amendment to paragraph 1 
of the First Schedule to the Housing Subsidies Act 1967, to enable subsidy 
to be paid on the market or housing value of Part III land appropriated for 

the provision of Part V accommodation, rather than on the cost incurred in 
the acquisition. 

IV/83. The use of slum land for the provision of Part V accommodation 
involves two of the major problems discussed elsewhere in this report; un- 
remunerative charges incurred before development, and the amount at which 
land is appropriated. These two problems would be dealt with as regards 
slum land if a Slum Clearance Account were created as proposed. But it 
would not solve these problems as regards land acquired under powers other 
than Part II and Part III of the Housing Act 1957. 

IV /84. We suggest that consideration should be given to the possibility of 
debiting to a Land Holding Revenue Account the loan charges on all land 
acquisitions by a local authority, no matter under what statutory powers the 
land is acquired, e.g. housing, planning or B.I.D. powers. The Land Holding 
Revenue Account would be a sub-division of the General Rate Fund account 
and there w’ould also be a Land Holding Capital Account. 

IV/85. The Land Holding Accounts might operate on the following lines. 
The land would be acquired under the appropriate statute, such as Housing, 
Highways or Education Acts, but instead of the loan charges then being 
debited to the acquiring account the land would immediately be transferred 
to the Land Holding Capital Account and the loan charges on the cost in- 
curred on the acquisition debited to the Land Holding Revenue Account 
When any such land was ready for development it would then be made 
available to the service account at the current market value, or perhaps at 
market value for the new use. Accounting adjustments between the Land 
Holding Account and the service accounts would normally be made in 
accordance with the usual practice for land appropriated from one service to 
another.^ But no service account need accept any particular site if it con- 
sidered it to be too expensive, having regard to the avahabhity of other sites 
and unless, of course, it had been originally acquired for that purpose. If, 
however, it was decided that such land should nevertheless be used for the 
service, in the wider interests of urban renewal, the land might be appropri- 
ated to the service account at an appropriately lower value. 

rV/86. The operation of such an account would not necessarily involve a 
loss to the General Rate Fund in the long term. The profits accruing to the 
account due to the temporary income from the property, increases in value 
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prior to development and the creation of larger and more valuable sites for 
edeyelopment might weU offset unremunerative charges and also anv net 
loss incurred on any individual land transactions. 

^ unnecessary to debit the loan charges 
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3hr ni are concerned. But the Slum Clearance Account 
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IV/88. Land Holding Accounts would clearly necessitate a substantial 
reviston of existing statutory provisions and administrative procedures, but we 
consider that this suggestion merits further study. 



Supervision and Management 

iy/89. The report of the Working Party on the Costing of Management and 
Mamtenance of Local Authority Housing in 1964 was the last authoritative 
guidance on items property chargeable to the H.R.A. for ‘supervision and 
J^nagement’ and sub-divided these items into ‘general’ and ‘special’ services 
The Items listed in the report as chargeable to the H.R.A. under this head are 
set out m Appendix K. It foUows of course that if a local housing authoritv 
has no special services its management costs will inevitably be lower than one 
which operates these special services. The higher management costs involved 
for the latter type of authority are not of course an indication of inefficiency. 
In general, we agree with the substance of the report subject to comments on 
certain items in this section of our report and in the following section on 
‘Welfare’. 

IV/ 90. The cost of the continuing study of housing supply and demand 
which a local housing authority has to carry out is normally charged to the 
H.R.A. This duty involves, however, not only assessing how far demand 
should be met by the provision of Part V accommodation by council tenants, 
but also how far it might be met in other ways, such as increases in local 
authority advances for house purchase, or in the provision of accommodation 
by housing associations. We therefore consider that it would be appropriate 
for the cost of this function to be made a charge on the General Rate Fund. 

IV/ 91. Local authority tenants normally pay rent and rates as a single 
payment, whether or not the housing authority receives compounding allow- 
ances for certain of their properties. Thus, the work which would fall on the 
rating authority, is carried out by the staff employed to collect and account for 
council house rents. 

TV 1 92. This raises the question of the amount to be charged, if any, against 
the cost of rate collection, and credited to the cost of collecting rents. In this 
connection, it should be noted that the cost of collection of rates is defined 
in the Rate Product Rules 1959 (S.I. 1959, No. 258) as: 

‘the net cost of making, collecting and recovering rates during a year, 
including a proper proportion of expenses as are attributable in part to 
the matters aforesaid and in part to other matters. . . 
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separate account were created, slum land once assembled into useable cleared 
sites might then be appropriated to other accounts— including the H.R.A.- 
at current market value or the value of the new land use, e.g. housing. 

IV/ 82. This concept of a Slum Clearance Account could perhaps be widened 
into an Urban Renewal Account which could include redevelopment land 
acquired under planning or Part V powers (IV/ 30-32 above). We appreciate, 
however, that this proposal will need much further study, as it would have 
far reaching implications as regards slum clearance and urban renewal activi- 
ties of local authorities, and would call for an amendment to paragraph 1 
of the First Schedule to the Housing Subsidies Act 1967, to enable subsidy 
to be paid on the market or housing value of Part III land appropriated for 
the provision of Part V accommodation, rather than on the cost incurred in 
the acquisition. 

rV/83. The use of slum land for the provision of Part V accommodation 
involves two of the major problems discussed elsewhere in this report; un- 
remunerative charges incurred before development, and the amount at which 
land is appropriated. These two problems would be dealt with as regards 
slum land if a Slum Clearance Account were created as proposed. But it 
would not solve these problems as regards land acquired under powers other 
than Part II and Part III of the Housing Act 1957. 



IV/ 84. We suggest that consideration should be given to the possibility of 
debiting to a Land Holding Revenue Account the loan charges on all land 
acquisitions by a local authority, no matter under what statutory powers the 
land is acquired, e.g. housing, planning or B.I.D. powers. The Land Holding 
Revenue Account would be a sub-division of the General Rate Fund account 
and there would also be a Land Holding Capital Account. 



rV/85. The Land Holding Accounts might operate on the following lines. 
The land would be acquired under the appropriate statute, such as Housing, 
Highways or Education Acts, but instead of the loan charges then being 
debited to the acquiring account the land would immediately be transferred 
to the Land Holding Capital Account and the loan charges on the cost in- 
curred on the acquisition debited to the Land Holding Revenue Account. 
When any such land was ready for development it would then be made 
available to the service account at the current market value, or perhaps at 
market value for the new use. Accounting adjustments between the Land 
Holding Account and the service accounts would normally be made in 
accordance with the usual practice for land appropriated from one service to 
another. But no service account need accept any particular site if it con- 
sidered it to be too expensive, having regard to the availability of other sites 
and unless, of course, it had been originally acquired for that purpose. If, 
however, it was decided that such land should nevertheless be used for the 
service, in the wider interests of urban renewal, the land might be appropri- 
ated to the service account at an appropriately lower value. 



IV/ 86. The operation of such an account would not necessarily involve a 
lo^ to the General Rate Fund in the long term. The profits accruing to the 
account due to the temporary income from the property, increases in value 
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prior to development and the creation of larger and more valuable sites for 
redevelopment might well offset unremunerative charges and also any net 
loss incurred on any individual land transactions. 

IV/ 87. Such an account might make it unnecessary to debit the loan charges 
on land acquired under Part III of the Housing Act 1957 to a Slum Clearance 
Account or an Urban Renewal Account, as proposed in IV/81-82 above, 
insofar as land acquisitions are concerned. But the Slum Clearance Account 
might still have a function in relation to the acquisition of unfit properties 
held pending demolition. 

rV/88. Land Holding Accounts would clearly necessitate a substantial 
revision of existing statutory provisions and administrative procedures, but we 
consider that this suggestion merits further study. 

Supervision and Management 

IV / 89. The report of the Working Party on the Costing of Management and 
Maintenance of Local Authority Housing in 1964 was the last authoritative 
guidance on items properly chargeable to the H.R.A. for ‘supervision and 
management’ and sub-divided these items into ‘general’ and ‘special’ services. 
The items listed in the report as chargeable to the H.R.A. under this head are 
set out in Appendix K. It follows of course that if a local housing authority 
has no special services its management costs will inevitably be lower than one 
which operates these special services. The higher management costs involved 
for the latter type of authority are not of course an indication of inefficiency. 
In general, we agree with the substance of the report subject to comments on 
certain items in this section of our report and in the following section on 
‘Welfare’. 

rV/90. The cost of the continuing study of housing supply and demand 
which a local housing authority has to carry out is normally charged to the 
H.R.A. This duty involves, however, not only assessing how far demand 
should be met by the provision of Part V accommodation by council tenants, 
but also how far it might be met in other ways, such as increases in local 
authority advances for house purchase, or in the provision of accommodation 
by housing associations. We therefore consider that it would be appropriate 
for the cost of this function to be made a charge on the General Rate Fund. 

IV/91. Local authority tenants normally pay rent and rat^ as a single 
payment, whether or not the housing authority receives compounding allow- 
ances for certain of their properties. Thus, the work which would fall on the 
rating authority, is carried out by the staff employed to collect and account for 
council house rents. 

rV/92. This raises the question of the amount to be charged, if any, against 
the cost of rate collection, and credited to the cost of collecting rents. In this 
connection, it should be noted that the cost of collection of rates is defined 
in the Rate Product Rules 1959 (S.I. 1959, No. 258) as : 

‘the net cost of making, collecting and recovering rates during a year, 
including a proper proportion of expenses as are attributable in part to 
the matters aforesaid and in part to other matters. . . .’ 
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proportionate part of the salaries of the technical staff may be charged to 
loan. Debt charges on the salaries of staff chargeable to loan under these 
arrangements must be debited to the H.R.A., under the provision of paragraph 
2(l)(a) of the Fifth Schedule to the Housing (Financial Provisions) Act 1958. 

IV/ 103. Salaries of staff engaged on housing capital works which are not 
chargeable to loan under the above paragraph must be debited to the H.R.A. 
under the general direction contained in paragraph 3(a) of Appendix VI to 
Circular 55/61 (Appendix C). This includes, for example, charges for staff in 
respect of work on purchase of land and planning of future estates, for tech- 
nical staff engaged partly but not mainly on capital work, and for administra- 
tive staff of Architects’ Departments partly but not wholly engaged on capital 
work. 

rV/104. The salaries of staff engaged on housing supervision and manage- 
ment are not chargeable to loan, but must be met from revenue, and they must 
be debited to the H.R.A. under paragraph 2(l)(c) of the Fifth Schedule. 
Salaries of staff engaged on housing repairs administration are chargeable to 
the Housing Repairs Account under section 51(2) of the Housing (Financial 
Provisions) Act 1958. 

IV/ 105. Where the work of staff engaged on capital works or supervision 
and management is totally concerned with the housing service, there is no 
difficulty in identifying the sums to be debited to the H.R.A. Difficulties can 
arise however where the staff concerned work on other services as well as 
housing, or work in a central administrative department such as the 
Treasurer’s Department. 

IV / 106. The Working Party on the Costing of Management and Mainten- 
ance of Local Authority Housing considered this problem in their report in 
1964. They considered that the basis for apportionment of central administra- 
tive expenses to each of the main services should be fair and reasonable, but 
they did not advise on methods of apportionment as this lay outside their 
terms of reference (paragraph 22). They noted, however, the extreme variation 
in the general management costs of the housing service as illustrated in the 
Housing Statistics of the Institute of Municipal Treasurers and Accountants 
for 1961/62 (paragraph 11). The comparable general management costs for 
1965/66 show that these variations are still as great: 





Average per 








dwelling 


Lowest 


Highest 




£ s. 


£ s. 


£ s. 


County Boroughs 


5 2 


2 13 


8 17 


London Boroughs 


10 12 


6 3 


27 2 


Non-County Boroughs 


4 19 


2 0 


10 17 


Urban Districts 


4 12 


1 0 


12 14 


Rural Districts 


4 13 


1 8 


13 12 


Greater London Council 


6 5 


— 


— 
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IV/ 107. We understand that there are four main methods in use of appor- 
tioning the costs of staff and associated expenses ; 

(a) Some authorities allocate the whole of their central administrative ex- 
penses to si^ific services so that no residue is left to be charged as 
general administration. Allocations of salary are usually made, on the 
basis of assessments made by individual officers or section heads of the 
proportion of time spent on various services. Other salar}' allocations mav 
be related to the volume of transactions on each service (e.g. the number 
of receipts issued by the Treasurer’s cashiers), or may be spread ‘pro 
rata to the other salaries in the department (e.g. supervisory and secre- 
tarial salaries, and also office expenses and other overheads). 

(b) Some authorities, while adopting similar methods of allocating salaries 
and overheads to that described in sub-paragraph (a) above, do not seek 
to ensure that aU services are charged, or that the allocations to services 
exhaust the total. A residue is thus left to be charged to the rate fund as 
general administration. This method involves less accounting work than 
under (a), but it may not be so accurate, since estimates of time spent on 
services do not have the overall check of the need to balance completely. 
The estimates might be wrong in either direction, but experience shows 
that the tendency is to under-estimate time spent on housing. Similarly 
various items of overheads which could properly be charged to services 
may be left in the residue charged to the general rate fund. 

(c) Some authorities (mainly smaller ones) charge to housing the salaries of 
those wholly or mainly engaged on housing and a lump sum to cover 
officers not so engaged. A further lump sum to cover allocations of office 
expenses and overheads may or may not be made. Again it is possible 
for the lump sum to be an over-estimate or an under-estimate; in practice 
further examination often shows it to be an under-estimate while over- 
estimates are rare. 

(d) Some authorities do not make any charge for the services of officers of 
the central departments who are engaged part-time on housing work. 

IV/ 108. Whilst we consider it self-evident that the H.R.A. should bear its 
due share of this kind of expenditure, it is very desirable that the apportion- 
ment of these costs should be as uniform as possible throughout the country. 
We recognise that some variations in cost per dwelling as between authorities 
are inevitable due to such factors as the differing scale of an authority’s 
operations, but we believe that the extreme range of cost illustrated in IV/ 106 
above is due to the widely differing accounting conventions described in 
rV/107 above, and to incomplete allocation of central administrative expenses 
which are properly chargeable to supervision and management. We believe 
that this applies to a still greater extent to charges to the Housing Repairs 
Account, where it is quite common for no charge to be made for central 
administration; and to the charge for permanent staff and administration 
relating to capital work, which is often limited to architectural and technical 
expenses, ignoring the considerable administrative work involved in the 
planning and construction of estates. 
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IV/ 109, We therefore consider that local housing authorities should review 

then practice to satisfy themselves that the salaries and administrative ex 

penses are fully and fairly allocated to the housing accounts. In particular we 
suggest that : ^ we 



(i) Charges should be made to the H.R.A. in respect of aU time spent bv 
officers of all departments on : ^ ' 

(a) supervision and management; 

(b) administration relating to housing capital work, including plannine 

relating to future estates. ^ ^ ® 

(u) Similar charges should be made to the Housing Repairs Account in 
respect of administration of repairs. 

(iii) Charges under (i)(a) and (b) should include the costs for chief officer 
and other supervisory officers, legal work, committee clerks, secretarial 
work, cashiers, audit, accounts and wages staff, etc. 

(iv) Salary charges should, where possible, be based on estimates of time 
spent by individual officers or section heads, or, where applicable, on an 
objective basis such as the number of receipts issued by cashiers. 

(v) The H.R.A. should also bear its share of overheads such as superannua- 
tion (including equal annual charge), national insurance, office expenses 
and accommodation. Expenditure under these headings should be appor- 
tioned pro rata to salaries, or on some other objective basis such as floor 
space in relation to accommodation. 



We believe that allocation of these expenses as suggested is appropriate what- 
ever the size of an authority. The total amount of expenditure involved will 
not be large for those authorities with a small housing stock, but the cost ner 
house may be appreciable. ^ 



ly/l lO. There remains the question whether central administrative expenses 
should be allocated fully to services (IV/ 107 above, method (a)) or should 
only be partly apportioned to certain services, leaving a residue to be charged 
to the general rate fund as general administration (IV/ 107 above, method (b)). 
This is of course a general issue affecting other local authority accounts, but 
Its effect on the housing accounts may be such that we thought it right to 
consider it. We consider that in principle method (a) is to be preferred. It has 
the merits that it automatically ensures that housing is treated on the same 
basis as other services, and that a check of accuracy of allocation is imposed 
by the need to balance the allocations to 100%. It is not necessary, however, 
to aim for complete accuracy at the expense of excessive time spent on the 
analysis of costs. The principle of 100% allocation does not necessarily involve 
meticulous analysis to every service, many of which can be grouped for the 
purpose. Where method (b) is used it is important that the same basis is used 
for all services which are charged and that the basis is such that if it were 

applied completely, all the central administrative expenses would be charged 
out. * 

suggested that the cost of maintaining a waiting Hst 
u f be treated as a cost of central administration and not charged to the 
H.K.A. The cost per dwelling as regards tenancy applications and selection 
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iIiVTm T TT authorities, as the following figures from 

the I.M.T.A. Housing Management Statistics 1965/66 indicate: 



County boroughs 
London boroughs 
Non-county boroughs 
Urban districts 
Rural districts 



Average cost 


Highest cost 


Lowest cost 


per dwelling 


per dwelling 


per dwelling 


£ 


£ 


£ 


0-52 


1-30 


OTl 


1-61 


2-02 


M2 


0-58 


2-46 


0-10 


0-60 


1-54 


0-15 


0-55 


2-07 


0‘05 



™rv ImTnTof Vot- a waiting list is a 

ecessary element of housmg management and an unavoidable consequence 

of owning a large stock of housing. But there is more to it than this, stee fte 

maintenance of a waiting list is also associated with the authority’s responsi- 

wL^hare tHr ** of its area, and the number of applicants 

nnmberAf*6 ^ ret^orded and sorted may be very large in relation to the 
mber of houses available for letting each year. In such circumstances we 
suggest that It may be reasonable to make a rate fund contribution towards 
the cost. But we would add the strong qualification that the authority should 
rst satisfy itself that the hst is not unnecessarily inflated and that its adminis- 
tration is as efficient and economical as possible. 



IV/ 113. We note, however, that London housing authorities have little 
choice m this matter because, under section 22(3) of the London Government 
Act 1963, any person is entitled to submit a housing application and a London 
borough council must maintain a register of all applications. The London 
borough councils also supply information to the G.L.C. Consequently, we 
consider that there is a good c^e for making a specific rate fund contribution 
towards part of the cost of maintaining London borough waiting lists. 



‘Welfare’ Costs 

IV/ 114. It is sometimes argued that the H.R.A. carries certain costs which 
are more closely allied to the functions of local welfare and children’s authori- 
ties than to those of local housing authorities, and that these costs should be 
excluded from the H.R.A. 

IV/ 115. This is a difficult issue for three reasons. First, there is no generally 
accepted definition of ‘welfare’ services. Secondly, the provision of housing 
accommodation and its management by a local authority naturally involves a 
degree of responsibility and concern for the general welfare of the tenants; and 
housing authorities have a responsibility for the housing needs of all groups, 
including the elderly and the physically or socially handicapped. Thirdly, there 
IS nevertheless an area of overlap between the functions of local housing 
authorities and those of the welfare and children’s authorities. These functions 
are not precisely separated by statute, and it is right that they should not be 
since in these cases the interests of the family or person concerned can and 
should take precedence over any demarcation line between one department 
or service and another. It may be far better, for example, for a ‘problem’ 
family to be kept together in a local authority house than to be dispersed to 
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other types of accommodation provided by the welfare or children’s authority 
Similarly, it is generally recognised that it is far better if elderly but reasonably 
able-bodied people can remain in their own homes, with a modest degree of 
care, than that they should be dependent on institutional accommodation. 

IV/ 116. It is for these reasons that so much emphasis is now put on the 
need for co-ordination and co-operation among the various social welfare 
services and organisations, and it is very desirable that local housing authori- 
ties should feel able to co-operate fully in this work. There is no doubt, 
however, that this can involve substantial expenditure and it is necessary to 
consider how it should be met. 

IV/ 117. The first step is to consider whether the types of cost concerned 
can be clearly distinguished from other aspects of the housing authority’s 
expenditure. If so, the next step would be to consider whether these items 
should be excluded from the H.R.A. If that were possible, it would be for 
consideration whether those items should be charged to the non-statutory 
housing account (II/ 11 above) and thus met by the general rate fund, or 
whether they should be a direct charge to the welfare or children’s authority. 
If, on the other hand, these costs remained charged to the H.R.A., it would 
be for consideration whether a contribution towards that expenditure should 
be made either by the general rate fund and/or by the welfare or children’s 
authority. 

IV/ 118. We discuss these questions in greater detail below, but our general 
conclusion is that the types of expenditure in question (with one or two 
possible exceptions) arise out of the exercise of a local housing authority’s 
statutory responsibilities and that, under existing legislation, they are properly 
chargeable to the H.R.A. While it might be practical by amending legislation 
to exclude certain items from the H.R.A., we doubt whether that would be a 
satisfactory solution. Nor would it be necessary to do so provided that it were 
generally accepted that these items of expenditure warrant a contribution by 
the community at large via the rates. Whether that contribution is made by a 
direct rate fund contribution or by the welfare or children’s authority is largely 
a matter for local decision and, where appropriate, by agreement between the 
authorities concerned. 

TV/ 119. We now deal with each of the items of expenditure which are most 
frequently said to be of a welfare character. These are costs incurred in con- 
nection with : 

(i) housing for old people 

(ii) housing for the handicapped 

(iii) homeless families 

(iv) problem families 

(v) housing welfare officers 

TV/ 120. We deal first with the question whether these costs are properly 
chargeable to the H.R.A., and then consider (TV/ 131-143 below) the case 
for making a contribution to the H.R.A. towards the costs that are borne by 
that account. 
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(i) Housing for old people 

IV/ 121. In terms of capital cost, purpose-built housing for the old people 
is usually less expensive than family housing. But it normally involve rela- 
tively higher costs due to the provision of special design features to help 
elderly tenants manage on their own, such as lifts, full central heating and 
specially designed and placed fitments, etc. Communal rooms and other 
facilities (e.g. laundry rooms) are also commonly provided in purpose-built 
old-people’s housing schemes. All these items are now taken into account for 
subsidy and the cost-yardstick makes provision for them, but the net cost to 
the authority may still be substantial and not fully offset by rental income. 

IV/ 122. Many local housing authorities provide ‘grouped’ or ‘sheltered’ 
housing for old people, where a warden’s service is available. The warden’s 
duties vary from general caretaker’s work to, in some cases, a measure of 
nursing care. In most cases a caU-bell system is installed which enables the 
tenant to summon help. The bell system may be attended to by a full-time 
warden or an able-bodied tenant may look after this but have no other duties. 
The capital cost of the warden’s accommodation and the installation of the 
call-beU system rank for housing subsidy, but not the warden’s salary or the 
provision of free accommodation in lieu of salary. 

IV/ 123. We consider that the provision of housing suitable for old people, 
where they are able to live in a community with only a little outside help, is a 
proper function of local housing authorities. Old people, other than those who 
need intensive care, have as much right to look to the local housing authority 
to meet their housing needs as any other class of person, and we see no 
difference in principle between the provision of, for example, three-bedroom 
houses for families and one bedroom bungalows or flatlets for old people. A 
case could be made for the provision of a warden service being the responsi- 
bility of the welfare authority. But in practice there is no doubt that it is more 
convenient for the wardens to be on the staff of the housing manager since, 
as we have noted, their duties are often more akin to those of a caretaker than 
those of welfare or nursing staff. Moreover, the housing authority provide 
warden services under their general Housing Act powers of supervision and 
management, the costs of which are chargeable to the H.R.A. 

IV / 124. We conclude therefore that the costs of providing housing for old 
people, where that provision is undertaken by the local housing authority, are 
properly charged to the H.R.A. 

(ii) Housing for the handicapped 

IV/ 125. Housing for the handicapped raises much the same considerations 
as housing for old people but it is a much smaller element. Sometimes a 
local housing authority builds especially for the handicapped, but often it 
adapts an ordinary house or flat to meet the special needs of the individual. 
The cost of providing a new house for a handicapped person attracts housing 
subsidy in the same way as a new house for old people. The cost of adapta- 
tions to an existing house does not attract housing subsidy, but if the 
house is provided by the local housing authority under Part V of the Housing 
Act, then the costs are properly chargeable to the H.R.A. 
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(iii) Homeless families \ 

IV/ 126. In Circulars 58/66 and 62/67 (M.H.L.G. references) the Ministries S 
concerned with homelessness — the Ministry of Housing and Local Govern- I 
ment, the Ministry of Health, and the Home Office — have urged all local ^ 
authority services concerned to join in concerted action to prevent homeless- i 
ness, and when this fails to provide accommodation on a temporary or con- 
tinuing basis for homeless families. 

IV/ 127. If the only problem of a family is that they need somewhere to 
live, they will not require special help from the welfare or children’s authority, 
if a home can be found for them. Such families, by definition, warrant the 
concern of the local housing authority, and there is no reason why the provi- 
sion of permanent accommodation for such families should not be treated as a 
housing cost properly chargeable to the H.R.A. In so far as there is any 
difficulty it is one of priorities on the waiting list, and not one of accounting. 

rV/128. In some areas, however, the local housing authority keeps available 

a number of houses for use only as temporary accommodation, and not as 
permanent accommodation. These houses will normally be allocated to 
families nominated by the welfare or children’s authority. This means that 
such houses may stay vacant for considerable periods, so that they should be ? 
immediately available on a temporary basis for a family suddenly rendered 
homeless. If these houses form part of the local housing authority’s normal 
housing stock provided under Part V of the Housing Act 1957, they are 
required to be charged to the H.R.A. But since the houses are reserved 
specifically to provide temporary accommodation for homeless families 
nominated by the welfare or children’s authority, there may be a good case for 
transferring the houses to that authority by sale or lease and thus excluding 
them from the H.R.A. If, however, there are advantages on grounds of hous- 
ing management for retaining them as part of the housing authority’s stock, it 
should be recognised that the H.R.A. may incur a significant loss of rental 
income. 

(iv) Problem fafjiilies J 

rV/129. Most, if not all, local housing authorities have experience of ; 
‘problem families’ among their tenants, whether or not they were homeless i 
when first allocated a councO house. Such problem families are more prone i 
to fall into rent arrears than the general run of council tenants. But authorities ? 
were asked in Circular 58/66 to avoid eviction wherever possible in the i 
case of tenants falling into rent arrears, because, among other things, the ;; 
maintenance of a family in temporary accommodation throws a much heavier ' 
burden on the rates than unpaid rents. That being so, it seems reasonable that 
the cost of irrecoverable rent arrears in such cases should be regarded as part 
of the cost of the social rehabilitation of nominated families rather than as 
part of the cost of providing housing accommodation. But if the houses are 
part of the local housing authority’s normal stock, they are charged to the 
H.R.A. and any irrecoverable rent arrears constitute a loss to the account. 

(v) Housing welfare officers 

TV/ 130. The cost of the housing manager and his staff is clearly part of the 
cost of housing management and a proper charge on the H.R.A. It is true that 
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their duties may include occasional advice and help to tenants, but of a kind 
that is available to all the authority s tenants and not of the type provided bv 
a welfare authority. It is no more than incidental to the local housina 
authority’s role as landlord, and as such chargeable to the H.R.A. This is true" 
even if the size of the authority justifies the appointment of housing welfare 
officers who specialise in this aspect of the work, as well as undertaking 
normal housing management duties. Nevertheless in overcrowded conurba- 
tions, where the number of problem families tends to be large, whether they 
are nominated families or families among the general body of council tenants, 
members of the housing manager s department may be largely engaged in 
giving advice and help to tenants on matters which go far beyond tenancy 
problems. In some cases they may be key figures in the co-ordination of the 
welfare services required by a family of this kind. If they remain members of 
the housing manager’s department, their salaries are part of the costs of 
management which are charged to the H.R.A. 

Contributions IV/ 131. We conclude that all the costs examined in IV/ 121-130 above are 

to the H.R.A. properly chargeable to the H.R.A. under present statutory powers, and we 

doubt whether a strong case exists for amending legislation to exclude any 
of these items from the H.R.A. The only possible exceptions are houses which 
are kept available for temporary accommodation of homeless families (which 
might be sold or leased to the welfare or children’s authority) and the salaries 
of housing welfare officers engaged solely on welfare work, for which alter- 
native arrangements might be made with the welfare or children’s authority. 

IV/ 132. We consider, however, that these aspects of a local housing 
authority’s work can involve substantial expenditure and are ones to which 
the community generally may reasonably be expected to make some contri- 
bution. 

IV/ 133. There are three ways in which such contributions to the H.R.A. 
may be made : 

(i) Where the local housing authority is not also the welfare or children’s 
authority, the latter authority may contribute towards certain types of 
expenditure incurred by the housing authority. Similarly, where the local 
authority is both a housing and welfare or children’s authority, contribu- 
tions may be made by the welfare or children’s committee to the H.R.A. 
in respect of certain types of expenditure. 

(ii) County councils have power to make contributions to expenditure 
incurred by district councils. 

(iii) All local housing authorities have power to make rate fund contributions 
to the H.R.A. and may use that power to make contributions either 
generally or in respect of specific items of expenditure. 

(i) Contributions by welfare or childrens authorities 

rV/134. County boroughs and London boroughs are both local housing 
authorities and welfare and children’s authorities. In the case of district coun- 
cils, the welfare and children’s authorities are the county councils, who are 
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not local housing authorities. (Certain district councils, however, exercise some 
welfare functions delegated from county councils through schemes made under 
section 46 of the Local Government Act 1958). It should also be noted 
that welfare and children's authorities as such do not have general powers 
to contribute to the costs incurred by local housing authorities, but are able ! 
to make such contributions for only a limited range of purposes. 

IV/ 135. We are advised that existing legislative provisions would permit a 
welfare authoritv to make a contribution for the cost of adapting a house for a 
handicapped person; for the net loss of maintaining vacant houses for the 
homeless where the tenancies are subject to allocation by the welfare authority; 
and for a housing officer who is performing a welfare function in the strict 
sense as an agent for the welfare authority. 

IV/ 136. We are also advised that clause 43 of the Health Service and 
Public Health Bill would enable the welfare authority to make a contribution 
as regards warden services for old people; and the additional capital cost of 
providing warden assisted housing for old people. The welfare authority s 
exercise of this proposed new power is however the subject of the approval of | 
the Minister of Health, and the way in which it will be administered has yet 

to be worked out. 

IV/ 137 As regards powers of a children’s authority, we are advised that 
section ! of the Children and Young Persons Act 1963 enables the chUdren’s 
authority to issue a rent guarantee for the benefit of the H.R.A. for families 
where children are concerned; and to provide in exceptional circumstances 
assistance in costs to pay accumulated rent arrears. 

TV/ 138. There are, however, no existing or proposed statutory powers which 
would enable a welfare or children’s authority as appropriate to make a con- 
tribution towards the cost of providing a new house for a handmapped per- 
son; or to meet the rent arrears of tenants unless they have children; or to 
meet that part of the cost of housing officers engaged partly on welfare work 
which is not carried out by them as agents of the welfare authority. 

TV/ 139. While, therefore, the scope for contributions by welfare or children s 
authorities to local housing authorities is not unlimited, powers are available, 
or are likely to become available, which would enable contributions to be 
made towards certain of the costs which we have defined. 

(ii) Contributions by county councils 

IV / 140. In addition to their powers as welfare and children s authorities to 
make contributions towards the specific types of expenditure referred to in 
IV/ 135-138 above, county councils also have power under section 56 of the 
Local Government Act 1958 to make contributions towards the costs incurred 
by county district councils in the exercise of any of the latters’ functions. 

TV/ 141. Most county councils make substantial contributions of this kind 
to local housing authorities in their area. These contributions are mainly in 
respect of old people’s housing, but some counties also contribute specificalh 
to other types of housing expenditure, such as housing for the handicapped 
and homeless families. 
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IV/ 142. there is no douDt mat these contributions by county councils can 
be of great value to district councils in fulfilling these aspects of their housing 
functions. We note, however, that the amount of such contributions by coun- 
ties in respect of old people’s housing varies widely— from £13 Is. to £62 19s. 
per unit of accommodation (Appendix L) — and we understand that the local 
authority associations concerned are likely to have further discussions on this 
subject. 



(iii) Rate fund contributions 

IV/ 143. Paragraph 1(6) of the Fifth Schedule to the Housing (Financial 
Provisions) Act 1958 enables local housing authorities to make such contribu- 
tions from the general rate fund to the H.R.A. as they think fit. It is increas- 
ingly common for authorities to make such contributions in respect of 
specific items of expenditure (as distinct from general subventions to housing 
costs). In particular, many authorities make specific contributions towards the 
cost of old people’s housing, including the provision of warden services. We 
consider that the other items of expenditure which we have identified under 
the general heading of ‘welfare’ may well warrant such a contribution, and 
that contributions towards specific costs of this kind will be generally recog- 
nised as a practical and convenient means of enabling such costs to be met 
by the community generally. 

rV / 144. In conclusion we would add two points. First, it is neither practical 
nor desirable to separate operational from financial responsibility. This means 
that it is not practical to require one authority to meet costs incurred by 
another authority, if it has no say in the way in which the service is adminis- 
tered. Consequently any contributions of this kind which we have discussed 
between one authority and another must be by agreement, and this means 
that the nature of the service provided and the extent of the financial com- 
mitment must be agreed between the two authorities. 



IV/ 145. Secondly, although we have acknowledged the need for co-ordina- 
tion and co-operation between the welfare and housing authorities in this field 
there is a good deal of uncertainty as to who does what and who pays, an 
this is reflected in the statutory provisions and the admmistrative interpreta- 
tion of them. It seems probable that most of the issues which we have dis- 
cussed in this section will need to be looked at again when the ° 

Seebohm Committee on the organisation of local authority personal soca 

services has been received. 

IV / 146. Meanwhile, we are in no doubt that, once the principle 
tions to the H.R.A. in respect of this Umited but important ^ . 

costs has been accepted and agreed by those concerned, adequate powers 
to enable such agreements to be implemented. 
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Part V Financial Aspects of the 
Housing Revenue Account 
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Loans 

pooling 



V/1. In Part IV we have discussed whether certain items of expenditure are 
properly chargeable to the H.R.A.; whether those costs should be apportioned 
in part or wholly to other accounts; and whether they warrant a rate fund 
contribution to the H.R.A. We now discuss the financing of the H.RA. and 
other financial factors which have a bearing on the account. 

V/2. The I.M.T.A. Housing Statistics for 1965/66 show that loan charges 
on housing capital debt represent on average 72% of total annual expenditure 
falling on the H.R.A. It is therefore extremely important that the consequences 
of different methods of financing capital expenditure should be clearly under- 
stood and carefully considered by authorities when reviewing the account. 

V/3. As explained in 11/14-19 above, most local authorities pool their loans 
in a mortgage loans pool or a consolidated loans fund, and the interest charged 
to borrowing accounts is the average rate for the year for the pool as a whole. 
Where new advances from the pool in any year exceed repayments of old 
advances, as in most authorities they normally do, there will be a net increase 
in the total advances from the pool and a net increase in the total borrowing 
by the pool. After allowing for repayments received from borrowing accounts, 
new borrowing is necessary to keep the loans pool in funds for the purpose 
of financing new capital expenditure and for refinancing older maturing debt. 
The amount of refinancing required varies from year to year and in some 
years (e.g. when stock falls due for repayment) it may account for a very large 
proportion of the new borrowing. All new loans will be raised at the current 
market interest rates, and the average loans pool rate of interest for a particu- 
lar year will reflect the amount of new borrowing and the level of current 
market rates of interest during that year. In a period of rising interest rates, 
any new borrowing will normally be at a higher rate of interest than the aver- 
age pool rate, which will be kept down by loans raised when interest rates 
were lower. Where variations occur in the loans pool rate of interest as a 
result of new borrowing operations, the actual increase or decrease in interest 
paid is shared out between accounts in the ratio of their total advances 
outstanding and not in the ratio of advances made to them during the financial 
year. With an expanding pool no loss or gain as between accounts wiU arise 
on consequence of loans pooling provided each account s net indebtedness to 
the pool increases at the same rate. An exceptionally large increase in new 
borrowing for one account, however, can result in higher interest charges to 
the other accounts. 
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V/4. Consequently, if the housing service is responsible for the major share I 
of new capital borrowing at a time of rising interest rates, then the H.R.^ I 
will benefit by paying interest charges on advances from the pool at a pool I 
rate of interest, which will normally be below the market rate. But of course I 
the converse applies. If the housing service is responsible for little or none of I 
the overall new borrowing at a time of rising interest rates, the H.R.A. will I 
nevertheless pay interest to the pool on outstanding advances at a rate of 
interest which will have been forced up by new borrowing for other services 

V/5. The indisputable advantage of loans pooling is that it greatly simplifies ; 
administration of loan financing. It also levels out the rates of interest paid bv J 
all local authority accounts taking one year with another. In the long-temi, ! 
what an account may lose in one year by loans pooling it may gain in another. 
We see no reason why the H.R.A. should be excluded from the benefit of i 
loans pooling, but this means that it must also bear the vagaries of changins 
interest rates to the extent that they are reflected in the pool rates. 

V/6. One aspect of loans pooling merits separate consideration. This is 
where money required for advances to house purchasers is provided through 
the pool. In recent years there has been a very substantial growth in housing 
advance. Such advances may be on a fixed or variable interest basis. In the 
latter case, the Ministry of Housing and Local Government has been prepared 
to endorse schemes which provide for a variable rate of interest not less than 
1:% above the prevailing pool rate provided the scheme is operated ‘as far ai 
practicable without loss to the authority’. 

V/7. House purchase advances do not form part of the H.R.A., and are 
normally the subject of a separate account with any net surplus or deficiency 
accruing to the general rate fund (11/12 above). Where there is a greater 
increase in advances from the loans pool to the Advances to House Pur- 
chasers Account than to other accounts at a time of high interest rates then, 
as explained at V/3 above, the heavier interest charges which result will be 
spread over all the accounts, including the H.R.A., if the Advances to House 
Purchasers Account borrows from the pool at the pool rate of interest. 

V/8. The adverse effect on other accounts will be of little significance where? 
new capital borrowing required for house purchase advances represents a? 
small proportion of all borrowing. But where the total volume is relatively f 
substantial the result may be a significant additional interest burden falling on 
other accounts, including the H.R.A. 

V/9. This is, of course, one of the consequences of loans pooling and ir 
can be argued that if an authority decides to adopt loans pooling then it i 
desirable that it should apply to all its borrowing and expenditure, and tha! 
once exceptions are made the principle of pooling breaks down. It is also the 
case that, although loans from the pool to the Advances to House Purchasers 
Account may be at the pool rate, there is no obligation on an authority to M 
the rate charged to borrowers to the pool rate. Any profit arising from the 
difference between the pool rate (plus costs of administration) and the rate 
charged to borrowers accrues to the general rate fund and does not involve 
a loss to the ratepayers. 
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V/10 Whether or not the borrowers are charged the market rate, however 
greatly increased lending by the authority can have the effect of increasing 
. interest charges against all accounts, including the H.R.A., unless steps are 
taken to prevent this. The case for taking such steps is that, in this particular 
field, the authority is not acquiring any asset or carrying out a statutory duty 
but is simply borrowing money in order to relend, under powers which are 
purely optional. Since there is no reason why those who borrow from the 
authority should pay less than the market rate, it foUows that there is no 
reason why the Advances to House Purchasers Account should attract the 
preferential pool rate of interest. We therefore consider that authorities should 
take steps to ensure that their lending to house purchasers does not have the 
effect of inflating the rate of interest charged to other accounts. 

V/11. We suggest that there are at least two ways in which this can be 
achieved. One method is to establish a separate loans pool for the financing 
of the Advances to House Purchasers Account. A separate pool might apply 
to existing as well as future house purchase advances, or to future advances 
only. A separate loans pool will ensure that the account is self-contained and 
that it has no repercussions on other accounts financed by the general loans 
pool. There are practical difficulties in making the change and deciding what 
loans to allocate to the separate pool since the loans comprised in a general 
loans pool, or loans raised in any one year, are not earmarked for specific 
purposes. But these difficulties can be overcome — e.g. by analysing the loans 
raised for the purpose of the general and special pools in any year between 
short, medium and long term (and any other categories, which are thought to 
be necessary) and by then allocating them between the general and the special 
loans pools broadly in proportion to the total fresh borrowings required for 
each pool in that year. 

V/12. The other method, which may be preferred by those authorities who 
would be reluctant to depart in any respect from the principle of complete 
loans pooling, is to continue financing the Advances to House Purchasers 
Account from the general loans pool, but to charge that account a separate 
rate of interest. 

V/13. The effect of applying a scheme of this kind can be seen from the 
following table, which illustrates a recent case in which about 10% of the 
outstanding capital sums advanced for all purposes was attributable to house 
purchase ; 



Loans pool 
advances to : 


Advances 
outstanding at 
end of 
financial 
year 


Interest 
charges with 
separate rate 
charged to 
Advances to 
House 
Purchasers 
Account 


Interest charges 
with Advances to 
House Purchasers 
Account charged 
at normal pool 
rate 


Advances to 
House Purchasers 


£ million 


£ 


£ 


Account 


2-28 


143,000 


129,000 


Housing Revenue 






638,000 


Account 


11-20 


631,000 


Other Services 


11-30 


635,000 


642,000 
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It will be seen that in this example, if the pool rate had applied to the ;i 
Advances to House Purchasers Account, the H.R.A. and the other service ; 
accounts would have been charged additional interest charges of £14,000 for I 
the year in question*. 

V/14. In the case of many authorities, the Advances to House Purchasers 1 
Account represents more than 10% of all outstanding debt and a far higher * 
proportion of current borrowing. We recommend that such authorities should 
consider very carefully the effect of this activity on other accounts including 
the H.R.A. 

V/15. Housing capital expenditure is most usually financed by advances 
from the local authority’s loans pool. The pool itself is financed in the manner 
described in 11/17-18 above. Repayments under the loans pool system are | 
described in V/ 16-20 below. Less commonly, housing capital expenditure j 
may be financed by ‘earmarked’ loans raised specifically for housing purposes, j 
which do not pass through a loans pool. These are described in V/21-23 j 

below. I 

(a) Repayments under a loans pooling system | 

V/16. Repayments of principal are made by instalments payable at yearly | 
or more frequent intervals by either the ‘accumulating sinking fund’ method | 
or by fixed equal instalments. The former is the more usual method of j 
repaying housing debt, as the instalments are small during the early years j 
when the interest burden is heaviest, and the method therefore has the I 
advantage of spreading the loan charges more evenly over the repayment j 
period. The amount of the first instalment is ascertained from sinking fund f 
tables and depends on the rate of accumulation which is adopted for the i 
purpose. Each subsequent instalment is calculated by adding a percentage (the 
rate of accumulation) to the previous instalment. 

V/17. The maximum rate of accumulation which may be used for these 
calculations is prescribed by regulation, and the rate was increased from 
3|% to 5% by the Local Authorities (Sinking Fund) Regulations 1967. In 
the case of consolidated loans funds the Minister has approved a corre- 
sponding maximum rate. The effect of changing to a higher rate is to reduce 
the instalments of principal payable during the early years of repayment and 
to increase them during the later years. The following table compares the 
instalments of principal payable for certain years in respect of a loan of 
£10,000 repayable over 60 years, based on the two rates mentioned : 





Calculated at 3^% 


Calculated at 5% 


Year 


£ 


£ 


1 


50-88 


28-28 


2 


52-66 


29-69 


3 


54-50 


31-18 


60 


387-33 


503-12 



* In the scheme, the rate charged to the Advances to House Purchasers Account is fixed 
each year, payable on all outstanding advances, based on a calculation or estimate oi 
the result which would have been produced had a separate pool been maintained. This 
method has the merit that it reflects the fact that the loans pool is financed by short 
and long-term borrowing, and that the additional borrowing attributable to the 
purchase account should fairly be apportioned accordingly. Other methods are possible, 
and meticulous accuracy in making calculations or estimates is not necessary since the 
rate to be charged is (subject to the terms of the scheme in the case of a consolidated 
loans fund) at the discretion of the local authority. 
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It will be seen that the annual repayments of principal increase by 3f% or 
5% each year, and that the higher the rate of accumulation, the lower the 
initial payment needs to be. 

V/18. The debt to the loans pool is reduced with the payment of each 
instalment and consequently the amount of interest payable on particular 
advances diminishes year by year as the amount outstanding is reduced. The 
rate of interest paid on the outstanding debt is of course the average rate 
for the loans pool which is calculated annually. 

V/ 19. The annual loan charge (principal and interest) falling on the H.R.A. 
under a loans pooling system where, as is generally the case at the present 
time, the rate of accumulation used for calculating the repayment instalments 
is exceeded by the average rate of interest of the loans pool, is bound to be 
heavier in the early years of the repayment period than in the later years. The 
degree to which this is the case is of course dependent on the rate of accumu- 
lation used, the lowest charges in the early years being obtained by using 
the maximum rate of 5 % . The comparative figures for each year of a 60 year 
loan are given in Appendix M, columns 2 and 3. 

V/20. If repayment is made by fixed equal instalments of principal, the 
capital repayments are not graduated as under the accumulating method; 
when combined with interest the total charge against the revenue account is 
therefore heavy in the early years and relatively light in the later years, as 
will be seen in Appendix M, column 4. 



(b) Repayment of earmarked loans 

V/21. The commonest form of borrowing where capital expenditure is 
financed without the intermediary of a loans pool, i.e. by a loan raised directly 
for a specific purpose, is the annuity loan repayable over the full loan period. 
Under the annuity system the loan is repaid by equal amounts of principal 
and interest combined, payable at yearly or more frequent intervals. Thus the 
annual loan charge falling on the H.R.A. is the same each year throughout 
the repayment period. This is illustrated in Appendix M, column 5. 



V/22. As the repayment of an annuity loan proceeds, the proportion of 
interest in each successive payment decreases as the amount of outstanding 
principal is reduced. The relationship between principal and interest in 
annuity repayments is best illustrated by the following table, which relates 
to a loan of £10,000 repayable over 60 years on a 7% annuity (rounded 
figures) : 



Principal instalment 


Interest 


Total annual payment 


£ 


£ 


£ 


12 


700 


712 


13 


699 


712 


14 


698 


712 


87 


625 


712 


665 


47 


712 



Year 

1 
2 
3 

30 
60 

V/23. Another type of earmarked loan may be repaid by fixed equal instal- 
ments of principal, combined with the interest payable on the amount of 
principal outstanding from time to time. As with the similar meiod o 
repayment under a loans pooling system described in V/20 above, t e o a 
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charge against the H.R.A. is heavy in the early years and light in the later 
years of the repayment period. Less commonly, earmarked loans are raised 
subject to repayment on a maturity date at the end of an agreed period. Such 
loans involve the setting up of sinking funds to which contributions must be 
made either on the accumulating basis similar to that described at V/ 16-17 
above, or by fixed equal instalments in the case of a non-accumulating sinking 
fund. Under both methods interest remains payable on the full amount of the 
loan until it is repaid, but the balance of the income arising from the invest- 
ment of the sinking fund accrues to revenue account. 

V/24. The implications of the different methods of repayment are illustrated 
in Appendix M, and for convenience a brief extract is given below (rounded 
figures) ; 

Loan of £10,000 repayable over 60 years at 7% 



Method of repayment 


Annual loan charges 


Total 


Total 




Year 1 


Year 30 


Year 60 


loan 

charges 


interest 

charges 




£ 


£ 


£ 


£ 


included 

£ 


(a) Loans pooling 


728 


692 


535 


40,354 


30,354 


(rate of 
accumulation 

<;o/ \ 

(b) Loans pooling 


751 


663 


413 


38,037 


28,037 


(rate of 
accumulation 

^%) 

(c) Fixed equal 


867 


528 


178 


31,350 


21,350 


instalments 
(d) Annuity loan 


712 


712 


712 


42,738 


32,738 



VI 25. Under the loans pooling system alternative methods of repayment of ' 
housing debt may be used at the discretion of the local housing authority, [i 
The method adopted however can have very important consequences as 
regards the way in which the costs of borrowing are spread over the life ( 
the houses and thus the proportion of costs falling on the H.R.A. at the 
present time and in future years. The preceding paragraphs show that the 
heaviest loan charges in the early years of a loan arise where repayments i 
principal are made by fixed equal instalments, whilst the greatest relief in 
those years is obtained by adopting the maximum permitted rate of accumu- 
lation in the case of pooled loans and by annuity loans where loans pooling 
is not in operation. It is of course true that the methods which involve 
relatively large repayments of principal in the early years will produce a 
saving of interest charges over the loan period as a whole. 

V/26. With earmarked loans the charges falling on the H.R.A. depend 
mainly on the arrangements negotiated with individual lenders, but an 
authority can of course choose to avoid the types of loan which prove to be 
most burdensome during the early years of repayment. 
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V/27. There are a number of arguments that could be put forward in sup- 
port of a low accumulation rate in relation to repayments to a pool. For 
example, it is true that in so far as charges to the H.R.A. affect rents, present 
tenants may, if a lower rate has prevailed over a long period, benefit from the 
fact that previous tenants have similarly carried a relatively larger share of the 
cost of loans which are now reaching maturity. It is also true that the lower 
the accumulation rate the greater the reduction in the need for fresh external 
borrowing because capital is repaid to the pool more quickly. This is advan- 
tageous to the pool at a time of high interest rates. 



V/28. It is also argued in favour of lower accumulation rates that it is 
prudent to allow for a steady reduction in the annual loan charge as a house 
ages to offset growing expenditure on repairs and maintenance. On the other 
hand, the Housing Repairs Account exists to finance the cost of repairs and 
to equalise these costs over a period of years, and the account will fulfill this 
purpose if adequate contributions are made to it from current revenue. But 
even if it is accepted that some reduction in loan charges is desirable in the 
later years of the loan period, the scale of reduction resulting from a lower 
accumulation rate (e.g., 3-^%) exceeds what would reasonably be required to 
meet the growing cost of repairs. This is illustrated in Appendix N. It will be 
seen that if a 3^% accumulation rate is used for a loan of £10,000 over 60 
years at 7 per cent, the loan charges in years 51-60 are £2,752 less than in 
years 1-10, which is an average of £275 per annum. This is equivalent to a 
difference of approximately £90 per house per annum, on the assumption 
that the loan of £10,000 provides for the building of 3 houses. At a 5% 
accumulation rate, loan charges in years 51-60 would still average less than in 
years 1-10 by approximately £50 per house per annum, which can be offset 
against the growing cost of repairs. 

V/29. It may be argued that an ageing house will need not only repairs but 
also costly modernisation to deal with obsolescent features. This in fact is a 
growing problem on many pre-war local authority housing estates. We con- 
sider, however, that obsolescence is a separate issue from repairs, and can be 
financed from revenue if the cost is not great, or by fresh loans. 



V/30. The tables in Appendix M show how the rate of accumulation deter- 
mines the pattern of repayment over the life of the house. They also show 
how, if the rate chosen is markedly less than the rate of interest currently 
charged to the H.R.A., the effect is to require very heavy payments in the 
early years which decline sharply in later years. This has particularly impor- 
tant implications in the case of an authority who are engaged in a period of 
very high building activity, but which they expect to see reduced m future 
years, as the result will be a heavier burden on the H.R.A. in the earlier years 

of the loan. 



V/31. We recognise that, as indicated in the preceding paragraphs, there are 
arguments for and against a higher accumulation rate. But nevertheless we 
consider that all local authorities which operate a loans pool, and especially 
those that have a relatively high loans pool interest rate, should consider 
making use of the permitted increase in the accumulation rate from 3^ /o 
5% as a legitimate method of easing the current burden of loan charges on 

theH.R.A. 
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V/32. The repayment of advances from the loans pool to the H.R.A. is 
normally over an ‘equated’ period of 60 years. It is sometimes argued that 
there would be advantage in switching to a basis of repayment over, say 25 or 
30 years (which is the normal maximum period of time for which an owner 
occupier will take out a mortgage) since this would in the long term reduce 
the overall cost of housing loans. The effect of this would, of course, be to 
increase the level of annual loan charges because the capital borrowed is 
repaid more quickly. The following illustrations show the effect of borrowing 
for 30 or 40 years as opposed to 60 years. 

£10,000 Joan at 7%. Annual loan charges (5% accumulation rate) 

First year Last year 

30 year loan £851 £664 

40 year loan £783 £591 

60 year loan £728 £535 



Costs in 
course of 
development 



V/33. We do not support the use of shorter loan periods in general because 
the benefit of an individual local authority house is not confined to a single 
tenant, but to a succession of tenants over its life. Therefore as the life of a 
new house can reasonably be expected to be 60 years, with adequate main- 
tenance, it seems right that the capital cost should be amortized over this 
period, rather than over a shorter period. 

V/34. Like other developers, local authorities have to carry the ‘unremuner- 
ative charges’ incurred in acquiring land and in constructing dwellings before 
any income is received from the development. These charges comprise the 
repayment of borrowed capital and the payment of interest on the loan, the 
latter being the major expense during this period. This is a particularly serious 
problem where the authority are engaged in a very large building programme, 
or where much of their new housing has to take place in redevelopment areas 
where the process of land acquisition may be spread over several years. Local 
authorities cannot normally defer repayments to their loans pool or capitalise 
(i.e. finance by borrowing) their interest charges, but have to meet these 
expenses from revenue as they occur. This means that the current H.R.A. has 
to carry' both the cost of the housing already in occupation and also the costs 
incurred in providing future housing. 

V/35. We have considered whether there is a good case for enabling local 
authorities to make wider use of the powers of section 8 of the Local Govern- 
ment (Financial Provisions) Act 1963, whereby it is possible for a local 
authority with the consent of the Minister to carry forward the loan charges 
incurred on land held pending development and on dwellings in the course of 
construction by the deferment of capital repayments, and/or the capitalisation 
of interest payments, for a period not exceeding five years. At present it is the 
policy of the Ministry of Housing and Local Government to give such consent 
to deferment only in very exceptional cases (V/39 below). 



V/36. Deferment of the relatively small capital repayments brings little relief 
to the immediate burden of loan charges. A much greater temporary relief 
can be obtained if interest payments are capitalised. This involves taking out 
fresh capital loans in order to meet the interest charges in the period of the 
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deferment, which substantially increases the total capital debt that has to be 
repaid when the period of deferment ends. This is illustrated in Appendix O, 
from which the following illustrative figures have been taken (rounded 
figures). 



£10,000 loan for 60 years at 7% (5% accumulation rate) 
Annual loan charges 

Total Total 



No deferment 
2 year deferment 
5 year deferment 



capital debt 

£10,000 

£11,450 

£14,024 



First year 

£728 

£837 

£1,033 



Last year 

£535(60th) 

£620(58th) 

£767(55th) 



loan charges 

£40,354 

£44,818 

£52,341 



V/37. It is true of course that a strictly accurate economic assessment of 
the cost of deferment should take into account the investment value of the 
money not spent during the period of the deferment— that is, the interest 
which would be earned on the sum by which the rents of council tenants or 
rate fund contribution to the H.R.A. are lower because the repayment of loan 
charges had been deferred. If such investment value is allowed for, it is the 
case that deferment does not involve extra costs. 



V/38. We recognise that if loan repayments prior to the completion of 
dwellings are not deferred, and if rents are affected by the state of the H.R.A., 
it can be said that present tenants bear some of the cost attributable to hous- 
ing provided for future tenants. But in that case present tenants will already 
have benefited from such charges having been borne by past tenants and there 
does not seem any strong case for adopting a different method now. 

V/39. The Ministry of Housing and Local Government recognise, however, 
that deferment is a legitimate technique for local housing authorities which are 
carrying out a large housebuilding programme for a very limited period, and 
have only a relatively small housing stock over which to spread the cost of 
the unremunerative charges. This is most commonly found in expanded towns. 
The Ministry are therefore prepared exceptionally to give consent to defer- 
ment in these circumstances. In these cases it may well be good financial 
management to accept the higher loan charges of deferment. This is because 
the housing stock will ultimately have been increased to a size which will 
involve relatively small rent increases, as compared with the increases that 
would have been necessary for the existing housing stock if the loan charges 
had not been deferred. We consider that deferment is an appropriate instru- 
ment of financial planning in exceptional cases of this kind. 

Depreciation V/40. A case is sometimes put for charging the H.R.A. with interest m 

of land, 
roads and 
sewers 
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perpetuity on the capital cost of land, roads and sewers, but not witn me cost 
of capital repayments, on the grounds that these are assets which, unlike 
building, do not depreciate in value. We see no advantage in this proposa . 
Although it is true that land does not normally depreciate in value, roads and 
sewers do in time need replacement. The eventual cost to the local authority 
ol such irredeemable loans is, of course, greater than redeemable loan 
because interest charges continue indefinitely after the oan c arges 
redeemable loan have ceased. 



Capital 
charges 
met from 
revenue 



Housing 

Bonds 



V/41. The effect of meeting capital expenditure directly from revenue, 
instead of spreading the cost over a period of years by means of borrowmg, 
will obviously be to increase the present charges on the H.R.A. Authorities 
who are concerned about their present rent levels should be wary of meeting 
capital costs from revenue where the alternative of borrowing is open to them. 

V/42. It is common practice, however, for local housing authorities to use I 
revenue for relatively modest items of capital expenditure, such as ffie 
modernisation of existing houses. It is not possible for a local housing 
authority to use revenue moneys in this way without a Ministerial direction 
under paragraph 4 of the Fifth Schedule to the Housing (Financial Provisions) 

Act 1958, and a general direction was issued in 1961 (Appendix C), which in 
effect enables an authority to spend 

(i) an amount in aggregate equivalent to the number of dwellings in the 
H.R.A. multiplied by £1, but 

(ii) subject to no cost of any one item exceeding 5% of this aggregate 
amount, or £1,000, whichever is the greater sum. 

V/43. The purpose of the general direction was to reduce the administrative 
work involved in seeking specific Ministerial directions for permission to 
apply small sums of revenue to expenditure of a capital nature. Nevertheless, a 
number of authorities spend larger sums of revenue on capital expenditure 
than is aUowed for in the general direction and therefore specific directions 

are still necessary. 

V/44. We accept that the purpose of the limitations on the use of revenue 
moneys set out in the general direction is to protect the H.R.A. from the 
excessive use of revenue for capital purposes. We consider however that it 
would be sensible to give authorities a wider discretion in this field, and there 
is no reason to think that they would use it unreasonably. We therefore 
recommend that consideration be given to either removing the ceiling m t e 
general direction altogether or increasing it to 5% of the total expenditure in 
the H.R.A. for the previous year. 

V/45. A few authorities raise money for housing capital works or house 
purchase advances by the issue of housing bonds. Because such bonds are 
limited to housing purposes, some authorities operate two loans pools: the 
general loans pool and a housing bonds pool, and in some circumstances t e 
pool rate of interest may be higher on the latter than on the former. 

V/46. In the past, one advantage of housing bonds was that, unlike other 
forms of local authority borrowing, they were exempt from stamp duty, which 
reduced the costs of issue and transfer. Since the Finance Act 1967 , however, 
this exemption has been extended to all local authority borrowing, t is 
therefore probable that few housing bonds wiU be issued in future, md that 
they will tend to be replaced by general bonds issued under the Local Govern- 
ment (Financial Provisions) Act 1963 , which bonds will be included m the 

general loans pool. 
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V/47 We would add, however, mat we see no ODjecuon lo me meiusiua ui 
housing bonds in a general loans pool, provided that advances from the pool 
for the housing service exceed the total of housing bonds paid into the pool, 
because it may then be assumed that the total housing bond borrowing is in 
effect applied to housing purposes. 

V /48 Under the provisions of section 2(4) of the Local Government (Mis- 

cellaneous Provisions) Act 1953 a local authority may finance capital works, 
including housing, by advances from a capital fund, repayable with or without 
interest over a specified period of years. 



V/49 There has been some doubt whether the repayments to the capital 
fund are loan charges within the meaning of paragraph 2(l)(a) of the Fifth 
Schedule to the Housing (Financial Provisions) Act 1958, or whether a direc- 
tion by the Minister under paragraph 4 of the Fifth Schedule is necessary 
to permit the charges to be debited to the H.R.A. The Ministry of Housmg 
and Local Government in the past have been prepared to accept that repay- 
ment of capital fund advances may be treated as loan charges and that para- 
graph 4 directions were unnecessary. Since, however, there is doubt about the 
Ltutory position, we recommend that the Fifth Schedule should be amended 
to include the repayments of capital fund 

interest thereon among the items required to be debited to the H.R.A. 

V/50 As indicated in paragraph II/4 above, paragraph 1(5) of the Fifth 
lille to the Housing (Financial Proviso) Act 1958 ^ a o 
authoritv to make good any deficit shown m the H.R.A. at the end ot any 
financial year by a contribution from the general rate fund; md Paragrap 

1(5) or paragraph 1(6) in any of the nine last preceding years. 

V/M Sometimes a local housing authority, whether or not it has <lccid^ 
r/the ou“f:ancial year toU a 

a given sum under paragraph 1(6) o the fcMu"^^ 

the end of the financial year it wiU mcur a ^^.1 ^ 

circumstances, such as a sharp “P™ expense from increases 

that the authority may wish to meet sue P normally 

in rent rather than by a rate fund ^ in the financial 

be possible to raise the sum nee e y ““ authority to make a rate 

year, the provisions of paragraph 1(5) P following 

fund contribution equal to the deficit, despite « ^ 

year rents will be increased to meet t ® ™ j surplus on the 

L authority may reimburse the general " 5 of the 

H.R.A. in the foUowing year under the provisions oi pa g p 

Fifth Schedule. . 

V/52. It has been argued that this i--at^“ory ,,, 

false impression that an intended rate whereas what takes place is no 

costs incurred by the local housing au . general rate fund working 
more than the temporary use of part ot in g 
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balance for the benefit of the H.R.A. which will be made good from increased 
rents shortly afterwards. Consequently, no rate fund contribution is made in 
the generally accepted sense of the term. 

V/53. It has therefore been suggested that the requirement that the H.R.A 
should be balanced in each financial year should be suspended in the case of 
the unforeseen deficit which is to be made good from rent income in the 
following financial year, and that such a deficit might be permitted to be 
carried forward into the following financial year. We recognise that there is ! 
some substance in this view, but on balance we consider that it would weaken 1 
the effectiveness of the requirement that the H.R.A. should be balanced 
annually as an instrument which goes far to ensure that housing costs are 
kept under regular and close surveillance. We therefore do not consider that 
any change should be made. 

V/54. Section 51 of the Housing (Financial Provisions) Act 1958 (Appendix 
D) requires local housing authorities to keep a Housing Repairs Account. 
The main features of the statutory provisions are as follows : — 

(1) The purpose of the account is defined as that of ‘equalising so far as 
practicable’ the annual revenue charge for repair and maintenance. 

(2) The minimum annual contribution to the account is set at £8 per dwelling. 

(3) Any deficit on the account has to be made good in the following financial 
year — and this amount is additional to the normal annual contribution 
of £8 per dwelling. 

(4) The Minister can at any time authorise an authority (but not authorities 

generally) to reduce the annual contribution, to suspend contributions 
or to close the account and apply the balance elsewhere. I 

V/55. The I.M.T.A. Statistics show that for all classes of authority the I 
average annual expenditure per dwelling on repairs and maintenance now I 
exceeds £8. Most authorities contribute more than £8 a year per dwelling but 
for all classes of authority the closing balance per dwelling on the account is 
less than the average annual expenditure on both pre-war and post-war 
dwellings (except in the case of post-war G.L.C. dwellings). 

V/56. It can be argued that there is no longer any need to retain a statutory 
Housing Repairs Account as such. Most authorities now have a substantial 
stock of houses of widely varying age, and they should be able to programme 
their repair and maintenance work over the years so as to produce a fairly 
steady incidence of cost, taking the housing stock as a whole. If this is done, 
the annual costs can best be met from revenue and there is no need to build I 
up a substantial balance in a Repairs Account to meet costs arising in future I 
years. The figures show that, in practice, this is what most authorities now do. I 

V/57. There is advantage, however, in maintaming a separate account for I 
repairs and maintenance in so far as it presents a comprehensive and con- | 
tinning picture of this aspect of the authority’s housing expenditure. We would ! 
not recommend, therefore, that the statutory requirements to maintain a ! 
Housing Repairs Account should be abolished, but we consider that the 
present statutory minimum annual contribution of £8 per dwelling is quite 
inadequate. j 

I 
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V/58. There are two alternatives. Either there should be amending legisla- 
tion to enable the statutory contribution to be increased (preferably by Order, 
since it may need to be increased more frequently than the legislative timetable 
permits); or no minimum should be prescribed but authorities should be 
under an obligation to make an annual contribution in respect of all their 
houses, sufficient to maintain a working balance in the account. The adequacy 
of the annual contribution would be for the authority to decide in the light 
of its planned programme of repair and maintenance work. The provision 
enabling a deficit on the account to be carried forward from one year to the 
next should be abolished. 



V/59. We conclude that the second alternative is the better solution, bearing 
in mind that no uniform annual contribution could be appropriate to the 
needs of all authorities, since the make-up of their housing stock, local 
climatic conditions, and the responsibilities of tenants for minor repairs and 
internal decoration all vary widely. 



V/60. We therefore recommend that the requirement to contribute a specific 
uniform minimum sum to the Housing Repairs Account each year should be 
abolished and authorities should instead be required to keep the account in 
balance year by year. 

V/61. Section 52 of the Housing (Financiai Provisions) Act 1958 enabies a 
iocai authority to keep a Housing Equalisation Account (Appendix E). As 
expiained in H/10 above, the purpose of this Account ^ 
benefit of short-term (20 or 40-year) pre-war subsidies over the normal hous 

ing loan sanction period of 60 years. 

V / 62 Regulation 4 of the Housing (Equalisation Account) Regulations 1 947 

«auL aTlocal authority that maintains a Housing Equalisation Account 
requires any lOcai aui y short-term subsidies received annu- 

to pay into it one seventh ot the relevant snu ^ Trp a a fraction of 

ally, the remaining six-sevenths being paid direct 
one:seventh was chosen because it was 

of one-seventh of the subsidies, together wi Housing 

investment, would enable — — 

^u“s“:? t - the i^r account, for 

S'emaining 20/40 years of the notional 60-year loan period. 

individual ^tfe hav «^^^ the statutory purpose ot the 

think necessary and desirable, havi^ g approval. To avoid 

Housing Equalisation Accoun ’ Minister issued a general 

the need for separate in ivi ^ sei6l\o transfers from the Housmg 

approval in ^ over approximately a 20 /40-year period 

Equalisation Account to the PP ^lose the Housing 

(Appendix F). AltemaUvely an J,,,aing in that Account 

Equalisation Account, in which case th ^ financial year of the 

would be transferred to the credit of the H.R.A. in 

closure. ^5 
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V/64. We consider that these arrangements are incomplete because they 
give a housing authority only two extreme options ; the gradual use of the 
Housing Equalisation Account for the benefit of the H.R.A. over a lone 
period,^ or the transfer of its entire balance to the H.R.A. in a single trans- 
action if the account is closed. There may well be situations, however, in which 
it would be financially prudent, having regard to the circumstances of the 
H.R.A., to transfer the amount in the Housing Equalisation Account to the 
H.R.A. over a more limited period. There may be a good case for using these 
reserves where, for example, an entirely new rent structure or rent rebate 
scheme is being introduced, and the authority wish to ease the transition to the 
new system over two or three years. We therefore recommend that amending 
legislation should be introduced to permit this. 
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Part VI Summary 



VI/ 1 . We provide below a summary of the report. Parts I and U are intro- 
ductory to the report as a whole, and are summarised briefly. Parts III, IV 
and V contain our substantive conclusions and recommendations, and’ are 
summarised more fully. We hope that this summary will enable the non- 
professional reader to gain a general understanding of the Housing Revenue 
Account (the H.R.A.) and of the main points which may give rise to difficultv 
without necessarily reading the detailed and technical discussion in the main 
body of the report. 



Part I: Introduction (I/l - 14 ) 

VI/2. Our terms of reference were ‘To review the present principles and 
practice of Housing Revenue Accounts, to consider whether any changes are 
needed, whether these changes would require legislation, and whether further 
advice should be issued to local authorities on this subject’. 

VI/ 3. The Working Party was set up following representations made from 
various quarters questioning the reasonableness of certain items debited to the 
H.R.A. In accordance with our terms of reference, we have not restricted 
the scope of our our enquiries to these items but have considered other items 
of expenditure as well, and also the function and financing of the H.R.A. It 
has not been our purpose, however, to examine the wider policy issues of 
housing finance, subsidies, rate fund contributions and rent fixing. We have 
therefore worked within the context of the present system since, although more 
radical changes can be envisaged, they generally imply equally radical changes 
in housing finance which raise questions of policy beyond our terms of 
reference. 

VI/ 4. Many of the suggestions made for the exclusion of certain items from 
the H.R.A. seem to stem from a concern about increasing housing costs— 
and rents — rather than from any strong grounds for thinking that the H.R.A. 
is charged with costs that should fall elsewhere. We have taken the view that 
the H.R.A. should show clearly the costs of providing housing, and that 
decisions as to how those costs should be met — by rents, subsidies and rate 
fund contributions — are a separate issue. 

VI/ 5. There are, nevertheless, a number of items — ^mostly small but a few 
large— where a sound case can be made for the costs being apportioned wholly 
or in part to other accounts, or where there are special considerations which 
might warrant a rate fund contribution. We deal with these in Part IV of the 
report, in the light of the general considerations discussed in Part III. 
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VI/ 6. The pattern of expenditure falling on the H.R.A. can be materiallv 
affected not only by items charged to the H.R.A. but by the way in which 
those costs are financed. We deal with these questions in Part V. 

VI/ 7. We recommend that the Institute of Municipal Treasurers and 
Accountants should be asked to consider the relationship between our pro- 
posals and conclusions on the H.R.A. and other forms of account. 

VI/ 8. It should be noted that some of the issues raised by the H.R.A. var)’ 
in significance with the size of a local housing authority and the scale and i 
character of its housing activities. While the scale of expenditure should not J 
determine whether an item is properly chargeable to the H.R.A., it may have ^ 
a bearing on whether a rate fund contribution is made, and whether the ^ 
accounting and procedural complexities of apportioning costs as between the j 
H.R.A. and other accounts are justified. I 

VI/ 9. Our conclusions and recommendations do not commit either the I 
local authority associations or the Ministry of Housing and Local Govern- I 
ment and other Departments. There will need to be further discussions between ’ 
these bodies. The greater part of the report, however, is concerned with 
elucidating the general scope of the H.R.A., and with clarifying the extent of 
local authorities’ discretion under existing legislation and the considerations 
which should guide authorities in exercising that discretion. We suggest there- I 
fore that consideration might be given to circulating the report to local I 
authorities for information and guidance. 1 

Part II: The Statutory and Financial Framework | 

The Accounts Housing Revenue Account (1112-8) '' 

Wl-13) VI/ 10. Each local authority is required to keep an H.R.A. under the pro- ' 

visions of section 50 of the Housing (Financial Provisions) Act 1958, as 
amended. The items which must be credited and debited to the H.R.A. are 
set out in the Fifth Schedule to that Act. The main items of income are rents, | 
subsidies and any rate fund contributions. The main items of expenditure are I 
loan charges, the cost of supervision and management, and the cost of repairs. I 

VI/ 11. The H.R.A. is an account of the income and expenditure due to be I 

credited and debited in respect of a given financial year, as distinct from cash I 

receipts and payments occurring during that year. The statutory provisions I 

require in effect that the H.R.A. shall be in balance at the close of each | 

financial year, as any deficit remaining after crediting rents. Exchequer sub- 1 
sidies, any budgeted rate fund contribution and other income must be made I 
good from the rates (i.e. by an additional rate fund contribution to the I 
account) before the account is closed. A deficit on the account may not be I 
carried forward from one year to the next. Any surplus shown in the H.R.A. 
at the end of a financial year must be carried forward to the next financial | 
year unless it is applied in whole or in part to making good any rate fund | 
contributions made to the H.R.A. in the preceding nine financial years. 

Other Accounts (1119-13 ) 

VI/ 12. Local housing authorities are required by law to keep a Housing 
Repairs Account to equalise the annual charge to the H.R.A. for repair 
and maintenance of dwellings in the H.R.A. They may also keep a Housing 
Equalisation Account, to equalise the benefit of short-term pre-war housing 
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subsidies (20 or 40 years) over the normal housing loan period of 60 years. 
Capital expenditure on the housing service will be recorded in the local 
authority’s capital accounts. 

VI/ 13. Some local authorities keep a non-statutory housing account cover- 
ing housing provisions outside the statutory scope of the H.R..A, Authorities 
also maintain a separate Advances to House Purchasers Account if they run 
a home loans scheme. 

Part III: The Function of the Housing Revenue Account 
VI/ 14. The shape and scope of the H.R.A. has hardly changed since 1935, 
when statutory provision was made for the consolidation into a single account 
of the separate accounts maintained under each of the earlier Housing Acts. 
Despite the subsequent growth in scale and complexity of the activities of 
local housing authorities, we consider that the general concept of the H.R.A. 
is still valid and convenient in so far as it provides an annual statement of all 
items of expenditure and income attributable to the provision of housing. 

VI/ 15. It is commonly supposed that the whole purpose of the statutory 
H.R.A. is that it provides the basis on which a local authority must fix 
rents. As a matter of law, this is not so since a local authority is free to make 
a surplus on the H.R.A. and to make a voluntary rate fund contribution, and 
the charges borne by the H.R.A. (after subsidy) are therefore not necessarily 
closely reflected in the rents charged. Nevertheless, the state of the H.R.A. is 
of course highly relevant to the fixing of rents and, in practice, is the major 
factor in determining the rents charged. 

VI/ 16. The view is also commonly expressed that local authority housing is 
a ‘social service’ and that there is therefore no essential connection between 
the costs of providing it, as reflected in the H.R.A., and the charges made to 
those whose needs the service is intended to meet. We consider that whether 
subsidised housing is described as a social service or not, it makes no differ- 
ence to the need to clarify the content of the H.R.A. 

VI/ 17. It is sometimes suggested that most, if not all, of the issues that arise 
in deciding what is properly chargeable to the H.R.A. can be resolved by 
limiting it to; (i) the costs of development which would be incurred by a 
private developer; and (ii) the costs of maintenance and management which 
would be incurred by a private landlord. A local authority, however, in 
pursuance of its statutory obligations in relation to the housing needs of the 
area, may be obliged to carry out uneconomic development which a private 
developer would not undertake, and may incur expenditure which a private 
landlord would not incur. In so far as this expenditure is part of the costs of 
providing accommodation, it is properly chargeable to the H.R.A., but it 
may raise questions as to the incidence of cost as between tenants and other 
ratepayers. 

VI/ 18. One of the problems which arise in considering the proper incidence 
of charges faUing on the H.R.A. is whether it is necessary or desirable to 
distinguish between the costs incurred on behalf of present and future tenants, 
e.g., should loan charges on land pending development be a charge on current 
H.R.A. or should they be deferred until the development is complete and 
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occupied by future tenants? We have concluded that this factor might well be 
relevant for a housing authority which was only now beginning to provide 
houses. But in the case of local housing authorities who have been providing 
houses for many years it must be recognised that the tenants of today are, in 
fact, benefiting from the expenditure met by the H.R.A. in previous years. 

VI/ 19. We consider that there is no one set of criteria or principles that 
would settle every item which may be in dispute on the H.R.A. We believe that 
the soundest approach is to regard the H.R.A. as dealing with ; 

(a) the annual cost of : 

(i) the provision of dwellings for letting; 

(ii) maintaining and managing the dwellings provided; 

fiii) services or amenities provided exclusively for council tenants and not 
available to ratepayers generally; 

(b) the annual income from Exchequer subsidies, rate fund contributions, 
rents and other sources. 

VI/ 20. We have not found it practical to adhere rigidly to these principles in 
every aspect of the H.R.A., but given these general objectives the aim must 
be: 

(i) to identify the items of expenditure specifically related to these three 
categories of cost; 

(ii) to determine the cost at which these items should be debited to the H.R.A. 

and the extent to which part of certain costs should be apportioned to i 
other accounts; i 

(iii) to present the H.R.A. in a way which shows clearly the objects of expen- : 

diture and the sources of income. i 

i 

I 

VI/21. If the H.R.A. is constructed in this way, it remains for the authority I 
to decide whether, within these limits, the H.R.A. should be self-balancing or j 
whether a rate fund contribution should be made. But there are certain items | 
included in the H.R.A. which many authorities regard as costs to which rate- j 
payers generally, not only tenants, can reasonably be expected to contribute, j 
Beyond this, of course, an authority may decide that the total cost of provid- | 
ing housing is such that a general rate fund contribution to the H.R.A. would 
be warranted. 

VI/ 22. We have concentrated chiefly on the content and methods of financ- 
ing the H.R.A. but there may also be scope for improvement of its form and 
presentation. We therefore recommend that the Institute of Municipal 
Treasurers and Accountants should be asked to review the standard form of 
account and to consider whether any changes can be usefully made. 

VI/23. We suggest that local housing authorities should consider producing 
simplified expositions of the annual H.R.A., illustrated with bar diagrams, etc. 
so as to show the main components of expenditure, and how those costs are 
met. 

VI/ 24. We commend the practice of some local authorities of including with 
the rate demand notice an explanatory note showing the actual net cost to the 
rates of housing, the rate fund contribution to the H.R.A., and sometimes an 
indication of any specific purpose for which the contribution is made. 
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Part IV : Certain Items Charged to the Housing Revenue 
Account 

VI/ 25. Normally, the houseowner has been responsible for the cost of 
refuse storage and the refuse authority has been responsible for the cost of 
collection and disposal. We therefore conclude that it would be reasonable to 
consider an apportionment of costs between the local housing authority and 
the refuse authority where an ‘on-site’ refuse disposal system is provided in a 
housing development, to the extent to which such a system results in savings 
in the recurrent expenditure to the refuse authority, as only some residual 
waste has to be collected and disposed of. We suggest that the local housing 
authority, in consultation with the refuse authority, should take into account 
the factors set out in IV/ 10 above in determining the apportionment of costs. 

VI/26. Where a refuse authority provides refuse storage facilities in all 
residential premises, we suggest that the reasonable cost of storage for council 
dwellings should also fall on the refuse authority. 

VI/ 27. We recommend that section 50(1 Ka) of the Housing (Financial Pro- 
visions) Act 1958 should be amended to exclude from the H.R.A. income and 
expenditure on houses built for sale by a local housing authority and on older 
houses acquired and improved with the intention of sale. 

VI/ 28. We suggest that the cost of providing ‘tied’ houses for other locj 
authority services should fall on that service and not the H.R.A. 

VI/29. We consider that a local housing authority’s responsibility for dealing 
with the housing needs of its area under Part V of the Housing Act 1957 can 
and should include the provision of improved accommodation by means o' 
acquiring and converting or improving existing property, and that therefon 
such provision is a proper charge on the H.R.A. We suggest, however, that 
since a local housing authority is required to make a contribution from the 
general rate fund towards the cost of improvements by private owners 
equal to one-third of the Exchequer improvement grant, a similar rate fund 
contribution should also be made to the H.R.A. for improved council houses. 
We also suggest that where the improvement of an area is carried out in the 
general interests of a town as a whole and of private property in the area, and 
this involves a net loss on the H.R.A., a rate fund contribution would be 
warranted to offset this loss. 

VI/30. We recommend that these points should be taken into account in the 
review of policy and legislation concerning Exchequer grants and contributions 
for improvements. 

Appropriation from service accounts for Part V housing purposes (IVJ24) 
VI/31. We consider that the normal practice of appropriation of land for 
Part V housing purposes from other service accounts at current market value 
is acceptable (subject to VI/ 32 below), because sometimes the service account 
will have to acquire alternative land at market prices, and land appropriated 
from Part V housing purposes to other service accounts is normally trans- 
ferred on this basis. 
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Appropriation of B.I.D. land for Part V housing purposes (IV/25-29) 

VI 1 32. The Ministry of Housing and Local Government consider that where 
land acquired under powers for the ‘benefit, improvement or development of 
the district’ (B.I.D. powers) or similar powers, is appropriated for Part V 
housing purposes before it is put to some other positive use, the amount 
charged to the H.R.A. should be the actual expenses incurred in the acquisi- 
tion, chiefly because this is the basis on which the land would have been 
charged to the H.R.A. had it been acquired under housing powers. The 
majority of local authority representatives on the Working Party, however, 
consider that the amount should be based on the current market value of the 
land, on the grounds that the land is an asset of the ratepayers as a whole, I 
and consequently the ratepayers should receive any increment in value be- 
tween the date of acquisition and the date of appropriation. We were unable I 

to resolve this difference of opinion. I 

1 

{ 

Appropriation of planning land and land acquired under Part V of the Housing 
Act 1957 (IV 130-32) 

VI/33. See paragraph VI/53 below. j 

Premature acquisition or appropriation of land for Part V housing purposes j 
(IVI33-34) 

VI/ 34. We consider that land should not normally be acquired or appro- 
priated for Part V housing purposes far in advance of development unless 
there are good reasons for doing so, because otherwise the H.R.A. would be 
burdened with unnecessary unremunerative charges pending development. 

Appropriation from Part V housing purposes (IV f 35-40) 

VI/ 35. We consider that where land within a housing development is needed 
for other services, it should be acquired under the relevant statutes, and the 
appropriate proportion of the acquisition costs should be debited immediately 
to each individual account, to avoid debiting the H.R.A. with unremunerative 
charges for non-housing land pending appropriation. 

VI/36. Where Part V of the Housing Act 1957 is necessarily used for the 
acquisition of such ‘non-housing’ land we consider that it should be appro- 
priated to the relevant account as quickly as possible on the basis of the 
appropriate proportion of the actual expenses incurred in the acquisition, and 
of any other associated costs already charged to the H.R.A. 

VI/ 37. Where at a later stage land is appropriated for another use which 
was originally acquired under Part V of the Housing Act 1957 for housing 
use, but which has proved to be surplus to requirements, we consider that it 
should be appropriated at current market value in the usual way. 

VI/38. We do not agree, however, with the suggestion that land should be 
appropriated from Part V housing purposes at an inflated value where as a 
result of the appropriation the remainder of the housing site has to be 
developed for housing at a higher density and consequently at a greater build- 
ing cost per person. Local authorities are responsible for deciding the best 
use of the land which they have acquired, having regard to the financial 
implications for each account. 
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Sale of Part V land {IV 141 J 

VI/ 39. We consider that where land acquired under Part V of the Housing 
Act 1957 is sold, it should normally be disposed of at market value. We 
suggest, however, that where such land exceptionally is disposed of below 
current market value — ^for example, to a housing association — then the net 
loss should be a charge on the general rate fund through the medium of a 
rate fund contribution to the H.R.A., since any such assistance should be 
conferred by the general body of ratepayers. 

N ousing subsidies for land (IV j 42 ) 

VI/40. We consider that normally the amount taken as the initial basis for 
the calculation of subsidy, and the amount at which land is debited to the 
H.R.A., should be the same. 

Appropriated land: debits to H.R.A. (lVj43 ) 

VI/41. We recommend that the Fifth Schedule to the Housing (Financial 
Provisions) Act 1958 should be amended to permit the H.R.A. to be debited 
in respect of appropriated land without the issue of a Ministerial direction 
under paragraph 4 of the Fifth Schedule, subject to the proviso that the 
amounts used for the calculation of subsidy and for appropriation shall be 
on the same basis (VI/40 above). We also recommend that in the meantime 
the Ministry of Housing and Local Government should consider the issue 
of a general direction under paragraph 4(2) of the Fifth Schedule in this 
sense. 

VI/42. We consider that a modest amount of amenity open space, land- 
scaped where necessary, and play areas for children are as much a part of a 
housing development as housing estate roads and garages and that, therefore, 
the costs are properly chargeable to the H.R.A. We also consider, however, 
that it may be reasonable for a proportion of the cost of such facilities to be 
charged to the parks and public open spaces accounts, where a local housing 
authority make extensive provisions because of the shortage of general public 
open space in the area. 

VI/ 43. Rent rebate schemes are not properly regarded as an item of expen- 
diture but are a means of establishing a rational and equitable rent structure 
for subsidised housing. It is now widely accepted that rent rebates are a jBrst 
charge on Exchequer subsidies, and some authorities also make a rate fund 
contribution to the extent that the loss of rental income due to rebates exceeds 
the Exchequer subsidy received. This is a matter for each authority to decide, 
having regard to the overall level of rents and its duty to hold a fair balance 
between the interests of tenants and other ratepayers. 

Cost of housing estate roads (IV 149-50) 

VI/44. We consider that the provision of housing estate roads is part of the 
cost of providing housing accommodation, to the extent that a private housing 
developer would normally meet the cost of such roads, which would be 
reflected in the purchase price or rent, and that therefore these costs are 
properly chargeable to the H.R.A. 

VI/45. It has been argued that the cost of providing housing estate roads 
should be charged to the general rate fund, perhaps via the highways 
account, on the grounds that their value remains to the ratepayers after the 
houses for which they are provided are demolished. We do not accept this 
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Slum Clearance 
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view primarily because, m fact, the value of the roads 
the H.R.A., and not of the ratepayers as a whole. 



remains as an asset of 



VI/46. We note that the highways authority is normaUy prepared to ‘adnnt’ 
and take over the cost of maintaining estate roads which are provided undl 
Part V housmg powers, if the roads are built up to the model byelaw star, 
dards. The lighting authority then normally take over the cost of maintaining 
the lighting of the road. We do not agree with the view, however, that similarlS 
the highway and lighting authorities should take over the cost of maintainin'a 
and lighting lifts in blocks of flats because we find no real similarity between 
staircases and lifts inside a building, which are used only for the tenants’ 

purposes, and estate roads, which serve a wider purpose and may also Hp 
used by the public at large. 



Apportionment of costs of multi-purpose roads (IV 153-57) 

VI/47. We consider that where a housing estate road is built to higher 
standards than would otherwise have been the case because it serves not only 
council tenants but other users, the cost of providing the road should be 
apportioned between the H.R.A. and the other appropriate accounts. Con- 
versely, where the building of a council housing estate involves the improve- 
ment of existing highway authority roads, to which the estate has immediate 
access, solely for the benefit of council tenants, it might be reasonable for at 
least part of the cost to be charged to the H.R.A. 

VI/48. We note that in a limited number of major housing developments in 
largely undeveloped areas, local authorities are now building more sophisti- 
cated systems of roads allowing for much greater volumes of traffic and 
pedestrian segregation. The Ministry of Housing and Local Government con- 
sider that the larger roads so provided are more properly chargeable to the 
highway authority than to the H.R.A., on the grounds that such roads are 
part of the basic highway system of the area as a whole. We consider that this 
matter will need to be pursued by the Ministry in consultation with the local 
authorities concerned, because the allocation of road costs will depend on the 
nature of the particular development. 

VI /49. We consider that ‘on-site’ sewers and associated sewerage costs are 
an mtegral part of site development works associated with housing and pro- 
perly chargeable to the H.R.A. We also consider that, as with roads, where 
on-site sewers of a larger capacity and/or greater depth are provided than is 
necessary for a council housing estate because of other users, then the costs 

should be apportioned between the H.R.A. and the other appropriate 
accounts. 

Slum houses (IV 165-70) 

VI/50. Section 50(1 )(b) of the Housing (Financial Provisions) Act 1958 re- 
quires that income and expenditure should be included in the H.R.A. as 
regards unfit houses purchased for repair by the local housing authority under 
section 12 of the Housmg Act 1957 and unfit houses approved for the purpose 
of the Exchequer contribution under section 13 of the Housing (Financial 
rovisions) Act 1958 (the ‘patching’ grant). The primary motive for the 
acquisition of such houses, however, is the elimination of unlit housing. 
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Consequently, we recommend that section 50(1) should be amended to ex- 
clude from the H.R.A. the income and expenditure on these unfit dwellings. 

Slum land (IV 17 1-80) 

VI/51. Under present arrangements the actual costs of acquisition and clear- 
ance of land acquired under Part III of the Housing Act 1957 are normally 
charged to the H.R.A. if the land is appropriated for Part V housing purposes. 
Where this does not exceed the cost of the general run of other suitable sites 
available for housing, or the after value of the cleared site, we consider that 
this is an acceptable practice. 

yi/52. Sometimes, however, the cost of acquiring and clearing Part III land 
is markedly higher than the cleared site value or the market value of suitable 
alternative housing sites. We therefore suggest that, in order to ensure that 
the H.R.A. does not carry costs which are more reasonably attributable to the 
exercise of public health and planning functions than housing functions ; 

(a) a local authority should always consider very carefully whether equally 
suitable and less costly sites are available for housing before using an 
expensive Part III site; and 

(b) where an expensive Part III site is used for housing not because it is the 
best available site for housing, but partly because of the authority’s 
overall strategy for urban renewal, the authority might reasonably con- 
sider making a rate fund contribution to the H.R.A. for these additional 
costs, after making allowance for any Exchequer housing subsidies which 
are payable on the site. 

VI/ 53. We also suggest that a similar approach should be adopted in the 
case of redevelopment land acquired under Part V of the Housing Act 1957, 
or under planning powers in cases where there is no specific planning grant.’ 



Slum Clearance Account (IV 181 -82 ) 

VI/ 54. We suggest that consideration should be given to the creation of a 
Account for land and property acquired under Parts II and 
III of the Housing Act 1957, as a means of securing a clear distinction between 
s urn clearance and other costs. The concept of such an account might be 
widened into an Urban Renewal Account which could include redevelopment 

land acquired under Part V of the Housing Act 1957 or under planning 
powers. ^ * 

Land Holding Accounts (IV 183-88) 

VI/55. We also suggest that consideration should be given to the possi- 
bility of creatmg a Land Holding Revenue Account to which would be debited 
loan charges on aU land acquisitions by a local authority, and to which would 
be credited charges normally based on the current value of the land when 
appropriated to the services for which it is used. This would clearly necessitate 
a substanrial revision of existing statutory provisions and administrative pro- 
cedures, but we consider that this suggestion merits further studv. 



Supervision and 

management 

(IV/89-113) 
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General study of housing supply and demand (IV 190) 

VI /57. We consider that the cost of the continuing study of housing supply 
and demand should be charged to the general rate fund rather than the 
H.R.A., because it involves an assessment of how demand might be met in a 
variety of ways in addition to the provision of council housing. 

Rate collection (IV 191 -99) 

VI/58. Local authority tenants usually pay rent and rates in a single pay- 
ment and the work which would fall on the rating authority is carried out by 
housing staff employed to collect and account for council rents. It is therefore 
usual to credit the H.R.A. with a contribution for this service. We suggest 
that local authorities should calculate the contribution to be made to the 
H.R.A. by an apportionment of the costs of combined collection of rents | 
and rates on the basis of a ratio of local authority rents : rates collected (the 
Cost Ratio method). We see no objection in principle to the use of an appor- 
tionment based upon the percentage of rate revenue collected (the Rate Per- 
centage method) for reasons of administrative simplicity, provided that the 
Cost Ratio method is applied from time to time as a control to ensure that 
the Rate Percentage method produces the same proportionate contributions. 

VI/ 59. Under the General Rate Act 1967 a rating authority may make a ! 

resolution to require landlords to collect the rates of properties with a rate- ! 

able value of £56 or less in return for a 10% ‘compounding allowance’. We | 
consider that council-owned compounded properties should be dealt with 
under the special arrangements described in IV/ 99 above. 

Rent arrears in general ( IV jlOO) j 

VI/ 60. We consider that the cost of irrecoverable rent arrears is an expense j 
inherent in the administration of any housing estate and, subject to the excep- j 
tion mentioned in VI/66(iv) below, properly chargeable to the H.R.A. ! 

Staff costs, including central administrative expenses ( IV 1101 -110) 

VI/61. Part of the cost of providing a housing service consists of expenditure | 
on the salaries of staff engaged on housing capital works and on ‘supervision | 
and management’ together with the associated central administrative expenses, j 

I 

VI/ 62. Under present arrangements salaries may only be charged to loan if | 
related to officers wholly engaged on capital works, whose offices would be 
abolished if the capital works programme was completed or suspended. Where ■ 
this rule would impede the efficient deployment of staff, then a proportionate j 
part of the salaries may be charged to loan. The loan charges for such salaries | 
must be charged to the H.R.A. under the provisions of the Fifth Schedule. 
Salaries of staff engaged on housing capital works which are not chargeable ^ 
to loan must be debited to the H.R.A. under a Ministerial direction issued in 
1961. Salaries of staff engaged on supervision and management are not charge- 
able to loan, but must be met from revenue, and must be charged to the 
H.R.A. under the provisions of the Fifth Schedule. 

VI/ 63. Where the staff concerned work on other services as well as housing, 
or work in a central administrative department, it is of course necessary to 
make an appropriate apportionment of costs as between accounts. 
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VI/ 64. We therefore consider that local housing authorities should review 
their practice to satisfy themselves that salaries and administrative expenses 
are properly allocated to the H.R.A. We suggest that the best method of 

apportionment is one which involves the allocation of all the central adminis- 
trative expenses to specific services so that no residue is left to be charged 
to general administration. 

Waiting list {IV j 111-113) 

VI/65. We consider that normally the cost of maintaining a waiting list for 
council housing is a necessary and unavoidable element of housing manage- 
ment. But if the number of applicants that have to be recorded is very large 
in relation to the number of houses available for letting each year, we suggest 
that it may be reasonable to make a rate fund contribution to the H.R.A. 
towards the cost. 

Welfare costs 
(IV/114-146) 



(i) housing for old people (IV/ 121-124) : the additional capital cost of 
purpose built houses, and recurrent expenditure on the warden service. 

(ii) housing for the handicapped (IV/ 125): the additional capital cost of 
purpose built houses. 

(iii) homeless families (IV/ 126-128): the provision of houses for temporary 
accommodation for the homeless. 

(iv) problem families (IV/ 129): the cost of irrecoverable rent arrears of 
problem families ‘nominated’ by the local welfare or children’s depart- 
ments. 

(v) housing welfare officers (IV/ 130): the cost of salaries for housing officers 
engaged on predominantly welfare duties. 

VI/ 67. We conclude that all these costs are properly chargeable to the 
H.R.A. under present statutory powers, and that there is no strong case for 
excluding them from the H.R.A. apart, possibly, from items (iii) and (v), for 
which alternative arrangements might be made with the welfare or children’s 
authority. 

VI/ 68. We consider that these aspects of a local housing authority’s work, 
however, can involve substantial expenditure, and they are of a kind to which 
the community as a whole may reasonably be expected to make some contri- 
bution. The three main ways in which contributions to the H.R.A. may be 
made as regards these costs under present or proposed statutory arrangements 
are described in IV/ 131-143 above. We would, however, add two points. 
First, it is neither practical nor desirable to separate operational from financial 
responsibility which means that any contribution from another authority to 
the local housing authority must be the subject of mutual agreement as to the 
nature of the service provided. Secondly, there is a good deal of uncertainty 
as to who does what and who pays in the fiield of housing and welfare. It 
seems probable that most of the issues which we have discussed in this section 
will need to be looked at again when the report of the Seebohm Committee for 
the organisation of local authority personal social services has been received. 
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VI/ 66. It is sometimes argued that the costs of the following provisions 
should not be charged to the H.R.A. on the grounds that they are more 
closely allied to the functions of the local welfare or children’s authority than 
those of a local housing authority : 
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LoaM pooling 
(V/3-5) 



Adfances to house 
purchaser (V/6-14) 



Accumulation mte 
(V/16-19 and 27-31) 



Period of housing 
loans (V/32-33) 



Co^ in the course 
of deTelopment 
(V/34-39) 



Part V: Financial Aspects of the Housing Revenue Account 

VI/ 69. Most local authorities include the H.R.A. in their loans pooling 
arrangements, and we see no reason why the H.R.A. should be excluded from 
the benefits of loans pooling. But this means it must also bear the vagaries of 
changing interest rates to the extent that they are reflected in the pool rates. 

VI/ 70. Advances to house purchasers are usually the subject of a separate 
account, financed by capital borrowing from a loans pool. Where the borrow- 
ing by the Advances to House Purchasers Account is at the pool rate of 
interest, and is substantial, it may result in a higher pool rate of interest, 
charged to other accounts, including the H.R.A. Since, however, there is no 
reason why those who obtain a mortgage from the local authority should pay 
less than the market interest rate, there is no reason why the Advances to 
House Purchasers Account should attract the preferential pool rate of interest 
on its borrowing from the pool. We therefore consider that authorities should 
ensure that their lending to house purchasers does not inflate the rate of 
interest charged to other accounts. 

VI/71. We suggest that this objective might be secured either by establish- 
ing a special loans pool for the house purchase advances, or by charging a 
separate special rate of interest for borrowing from the general loans pool 
by the Advances to House Purchasers Account. 

VI/72. Repayments of principal by the H.R.A. to the loans pool are norm- 
ally made by the ‘accumulating sinking fund’ method. The amount of the first 
repayment depends on the rate of accumulation adopted. Each subsequent 
repayment is calculated by adding a percentage (the rate of accumulation) to 
the previous repayment. The higher the accumulation rate, the lower will be 
the repayments in the earlier years of the loan. The maximum permitted 
accumulation rate was recently raised from 3^% to 5%. We recognise that 
there are arguments both for and against adopting a higher accumulation rate. 
But nevertheless we consider that all local authorities who operate a loans 
pool should consider making use of the permitted increase in the accumula- 
tion rate from 3|% to 5% as a legitimate method of easing the current burden 
of loan charges on the H.R.A. 

VI/73. The repayment of advances from the loans pool for housing schemes 
is normally over a period of 60 years. We do not support the use of shorter 
loan periods in general because the benefit of an individual local authority 
house is not confined to a single tenant, but to a succession of tenants over its 
life, which can reasonably be expected to be 60 years. 

VI/ 74. Like other developers, local authorities have to carry ‘unremunera- 
tive charges’ — ^repayment of capital and interest — incurred in acquiring land 
and in constructing dwellings before any income is received from the develop- 
ment. Under section 8 of the Local Government (Financial Provisions) Act 
1963, an authority, with the consent of the Minister, may carry forward 
unremunerative charges by the deferment of capital payments and/or the 
capitalisation of interest payments for a period not exceeding 5 years. Defer- 
ment of capital repayments brings much less relief than capitalisation of 
interest. The immediate effect of these measures is a reduction in annual 
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Capital charges met 
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(V/41-44) 



Housing Bonds 
(V/45-47) 



Repayment of capital 
fund advances 
(V/48-49) 



Deficit on the Housing 
Revenue Account 
(V/50-53) 



outgoings; but the consequence is an increase in the total capital debt that 
has to be repaid when the period of deferment ends. 

VI/75. In some circumstances, this may be an appropriate method of finan- 
cial planning, and we note that the Ministry of Housing and Local Govern- 
ment is prepared to approve such arrangements where a local housing 
authority is carrying out a large housebuilding programme over a very limited 
period, and has only a relatively small housing stock over which to spread 
the cost of unremunerative charges. 

VI/ 76. We see no advantage in the proposal that the H.R.A. should be 
charged with interest in perpetuity on the cost of land, roads and sewers, but 
not with the cost of capital repayments, on the grounds that these are assets 
which, unlike building, do no depreciate in value. Although land does not 
normally depreciate in value, roads and sew'ers in time need replacement; and 
the eventual cost to the H.R.A. of irredeemable loans is greater than redeem- 
able loans. 

VI/ 77. Local housing authorities commonly use revenue for relatively 
modest items of capital expenditure. They are permitted to do so without 
specific Ministerial consent within the limits prescribed under a Ministerial 
direction issued in 1961. Local authorities who are concerned at the high 
level of rents they have to charge should guard against the unnecessary use 
of revenue for capital purposes, since this increases the charges to the current 
H.R.A. The present limitation, however, gives rise to a considerable number 
of applications for relatively small amounts and we recommend that con- 
sideration should be given to either removing the ceiling in the direction or 
increasing it to 5% of the total expenditure in the H.R.A. for the previous 
year. 

VI/78. A few authorities raise money for housing capital works or house 
purchase advances by the issue of housing bonds. We see no objection to the 
inclusion of such bonds in the general loans pool, provided that advances from 
the pool for the housing service exceed the total of housing bonds paid into 
the pool. 

VI/ 79. Under the provisions of section 2(4) of the Local Government (Mis- 
cellaneous Provisions) Act 1953 a local authority may finance capital works 
by advances from a capital fund. There is some doubt about whether repay- 
ments to the capital fund may be charged to the H.R.A. without the issue of a 
specific paragraph 4 direction. We therefore recommend that the Fifth 
Schedule should be amended to permit repayments to the capital fund to be 
charged to the H.R.A. 

VI/ 80. A local housing authority is required by law to make good any 
deficit shown in the H.R.A. at the end of a financial year by a rate fund con- 
tribution. Consequently, if a deficit arises through unforeseen circumstances, 
an authority is compelled to make a rate fund contribution, even though it 
may decide to reimburse the general rate fund in the following financial 
year from H.R.A. income. It has therefore been suggested that the require- 
ment that the H.R.A. should be balanced in each financial year should be 
suspended in the case of the unforeseen deficit which is to be made good from 
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H.R.A. income in the following financial year, and that such a deficit might 
be permitted to be carried forward into the following financial year. We 
consider, however, that it would weaken the effectiveness of the requirement 
that the H.R.A. should be balanced annually as an instrument which goes far 
to ensure that housing costs are kept under regular and close surveillance. 

We therefore do not consider that any change should be made. 

VI/8I. It can be argued that there is no longer any need to maintain a statu- 
tory Housing Repairs Account as such because most authorities are now in a 
position to programme their repair and maintenance work to produce a fairly 
steady incidence of cost over the years. There is, however, advantage in main- 
taining a separate account for repairs in so far as it presents a comprehensive 
picture of this aspect of expenditure. We do not recommend, therefore, that 
the statutory requirement to maintain a Housing Repairs Account should be ! 
abolished. We consider however that the present statutory minimum require- i 
ment of £8 a dwelling is quite inadequate and that it is not practicable to 
specify by statute an annual contribution appropriate to all authorities. We 
therefore recommend that the requirement to contribute a specific uniform 
minimum sum to the Housing Repairs Account each year should be abolished 
and authorities should instead be required to keep the account in balance 
year by year. 

VI/ 82. Under present arrangements an authority may use the Housing 
Equalisation Account for its original purpose of equating 40 year subsidies 
with 60 year loan periods, or transfer its entire balance to the H.R.A. in a j 
single transaction. There may be situations, however, in which it would be 
financially prudent to transfer the amount in the Housing Equalisation 
Account to the H.R.A. over a different period. We therefore recommend 
that amending legislation should be introduced to permit this. 



February 1968 






■1 
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Appendix A , 

Section 50 of the Housing (Financial Provisions) Act 1958, as amended by 
section 26 of the House Purchase and Housing Act 1959 
The Housing Revenue Account 

(1) Every’ local authority for the purposes of Part V of the principal Act 
shall keep an account (to be called the Housing Revenue Account) of the 
income and expenditure of the authority in respect of 

fa) all houses and other buildings which at any time after the sixth day of 
February’, nineteen hundred and nineteen, have been provided by a local 
authority under the said Part V, 

(b) all houses approved by the Minister for the purposes of section thirteen 
of this Act and all houses purchased by a local authority under section 
twelve of the principal Act, 

[(c) repealed by section 26 of 1959 Act,] 

(d) all dwellings in respect of which— 

(1) the authority have received assistance under section one of the Housing 
(Rural Workers) Act, 1926; or 

(ii) the Minister has undertaken to pay a contribution to the authority under 
subsection (2A) of section four of that Act, 

le) such other houses as the authority with the consent of the Minister may 
from time to time determine, 

l f) all land which at any time after the sixth day of February, nineteen 
hundred and nineteen, a local authority have acquired or appropriated 
for the purposes of Part V of the principal Act, or are deemed to have 
acquired under the said Part V by virtue of subsection (6) of section 
fifty-seven of that Act. 

(2) Where a house is for the time being vested in a local authority by reason 
of the default of any person in carrying out the terms of any arrangements 
under which assistance in respect of the provision, reconstruction or improve- 
ment of the house has been given under any enactment relating to housing, the 
house shall be deemed for the purposes of this section to be a house which 
has been provided by the authority under Part V of the principal Act. 

(3) A building provided or converted for use as a hostel and approved for 
the purposes of section fifteen of this Act shall not be included among the 
buildings to which the requirements in subsection (1) of this section relate 
unless the Minister on being satisfied that the building has ceased to be used 
for a hostel so directs. 

(4) A local authority not possessing any property falling within subsection 

(1) of this section shall, notwithstanding that, be required to keep a Housing j 

Revenue Account if they are entitled to receive any income arising from an | 

investment or other use of money borrowed by them for the purpose of — 

(a) the provision of housing accommodation under Part V of the principal 
Act, or 
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(b) the purchase by them of, or carrying out of works on, any houses 
approved by the Minister for the purposes of section thirteen of this 
Act or purchased under section twelve of the principal Act, or 

(c) the execution of w’orks in respect of which the Minister has undertaken 
to make a contribution under subsection (2A) of section four of the 
Housing (Rural Workers) Act, 1926 or in respect of which the local 
authority for the purposes of that Act have given assistance thereunder. 

(5) The provisions of the Fifth Schedule to this Act shall have effect as 
respects the keeping of the Housing Revenue Account and in that Schedule 
the expression ‘houses and other property within the account’ means houses, 
dwellings, buildings and land falling within subsection (1) of this section. 



I 
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Appendix B 

Fifth Schedale to the HoQsing (Financial Provisions) Act 1958, as amended by 
section 26 of the House Purchase and Housing Act 1959, paragraph 15 of the 
Second Schedule to the Housing Act 1961, and the 18th Schedule to the 
London Government Act 1963 
The Housing Revenue Account 

1. Cl) In each financial year a local authority who are required to keep a 
Housing Revenue Account shall carry to the credit of the account amounts 
equal to — 

fa) the income of the authority for that year from rents (exclusive of any 
amounts included therein in respect of rates or water charges) in respect 
of houses and other property within the account; 

(b) the exchequer payments (as defined in Part IV of this Act), if any, payable 
to the local authority for that year in respect of houses and other property 
within the account; 

(c) the sums, if any, paid to the local authority for that year in respect of any 
house which, at the time when the payment is made, is vested in the local 
authority, being payments made under paragraph (a) of subsection (1) of 
section one of the Housing, &c. Act, 1923, or that paragraph as extended 
by section nine of the Housing (Financial Provisions) Act, 1938; 

(d) the contributions, if any, payable for that year to the local authority by 
the county council under section twenty-three of this Act, section one 
hundred and fifteen of the Housing Act, 1936, section seven of the Hous- 
ing (Financial Provisions) Act, 1938, or section eight of the Housing 
(Tinancial and Miscellaneous Provisions) Act, 1946; 

(e) the contributions, if any, payable for that year to the local authority by 
the county council towards expenses falling to be debited to the account, 
being contributions in pursuance of any agreement made under section 
one hundred and twenty-six of the Local Government Act, 1948, or any 
undertaking given under subsection (4) of section one hundred and fifteen 
of the Housing Act, 1936, or subsection (2) of section eight of the Housing 
(Financial and Miscellaneous Provisions) Act, 1946; 

ff) the sums, if any, payable to the authority for that year by way of assist- 
ance under section one of the Housing (Rural Workers) Act, 1926, or in 
the case of a house vested in the local authority at the time of payment, 
under subsection (1) of section four of that Act. 

(2) [Repealed]. 

(3) Where any house or other property within the account has been sold or 
otherwise disposed of, an amount equal to any income of the local authority 
arising from the investment or other use of capital money received by the 
authority in respect of the transaction shall, unless the Minister otherwise 
directs as respects the whole or any part of such income, be carried to the 
credit of the account in like manner as if it had been income from rents. 
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(4) An amount equal to any income of the local authority arising from an 
investment or other use of borrowed moneys in respect of w'hicii the" authority 
are required under the following provisions of this Schedule to debit loan 
charges to the account shall be carried to the credit of the account in like 
manner as if it had been income from rents. 

(5) Where in any financial year a deficit is shown in the account the local 
authority shall carry to the credit of the account for that financial year a 
contribution of an amount equal to the deficit. 

(6) In any financial year the local authority mav carry to the credit of the 
account, in addition to the amounts required by 'the foregoing provisions of 
this Schedule, such further amounts, if any, as they may think fit. 

(7) [Repealed]. 

2. (1) In each financial year the local authority shall debit to the account 
amounts equal to — 

(a) the loan charges which the local authority are liable to pay for that year 
in respect of moneys borrowed by a local authority for the purpose of'— 

(i) provision by them after the sixth day of February, nineteen hundred 
and nineteen, of housing accommodation under Part V of the principal 
A.ct, 

(ii) the purchase by them of, or the carrying out of works on, any houses 
approved by the Minister for the purposes of section thirteen of' this Act 
or purchased under section twelve of the principal Act, 

(iii) the execution of works in respect of which the Minister has undertaken 
to make a contribution under subsection (2A) of section four of the 
Housing (Rural Workers) Act, 1926, or in respect of which the local 
authority for the purposes of that Act have given assistance thereunder; 

(b) rents, taxes and other charges (except rates and water charges) which the 
authority are liable to pay for that year in respect of houses and other 
property within the account, 

(c) the expenditure of the authority for that year in respect of the super- 
vision and management of houses and other property within the account, 

(d) the contribution, if any, required to be made by the authority for that 
year to a Housing Repairs Account kept in accordance with the provi- 
sions of this Act, and 

(e) the contribution, if any, required to be made by the authority for that 
year to a Housing Equalisation Account kept in accordance with the 
provisions of this Act. 

(2) [Repealed]. 

3. Where any functions of the local authority in respect of any houses or 
other property within the account are being exercised for the time being by a 
Housing Management Commission the foregoing provisions of this Schedule 
shall have effect in relation thereto subject to such modifications as the 
Minister may direct. 
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4. (1) Where it appears to the Minister that amounts in respect of any 
incomings or outgoings other than those mentioned in the foregoing provisions 
of this Schedule ought properly to be credited or debited to a Housing 
Revenue Account, or that amounts in respect of any of the incomings and 
outgoings aforesaid which ought properly to have been credited or debited 
thereto have not been so credited or debited, or that any amounts have been 
improperly credited or debited to that account, he may give directions for the 
appropriate credits or debits to be made, or for the rectification of the 
account, as the case may require. 

12) In the case of incomings and outgoings other than those mentioned in 
the foregoing provisions of this Schedule, directions under this paragraph may 
{instead"^ of ^directing particular amounts to be credited or debited) direct 
generally that credits or debits shall be made in respect of incomings or out- 
goings of a kind specified in the direction. 

5. Any surplus shown in a Housing Revenue Account at the end of a finan- 
cial year may be applied by the local authority, in whole or in part, in making 
good to the general rate fund any contribution credited to the account under 
sub-paragraphs (5) and (6) of paragraph 1 of this Schedule in any of the nine 
last preceding financial years, and, so far as not so applied, shall be carried to 
the credit of the account for the next financial year. 

Notes 

11) Section 56(3) of the Local Government Act 1958 provides that where a 
county council make a contribution under subsection 1 of that section to 
expenditure of a county district council, and an amount equal to the 
expenditure in respect of which such contribution is made falls to be 
debited to the H.R.A. of the district council, then the district council 
shall credit to the H.R.A., in addition to the amounts which they are 
required to credit under the Fifth Schedule [see above], an amount equal 
to the contribution made by the county council. 

(ii) Section 24 of the Greater London Council (General Powers) Act 1966 
makes similar provision in respect of contributions by the G.L.C. to 
expenditure incurred by a London borough council or the Common 
Council of the City. 

(iii) Section 9(5) of the Housing Subsidies Act 1967 provides that where a 
contribution is paid by a sending authority to a receiving authority under 
subsection 1 of that section in respect of dwellings provided in the course 
of a scheme of town development, the amount received by the receiving 
authority shall be included in the sums required by paragraph 1 of the 
Fifth Schedule [see above] to be carried to the credit of the H.R.A. 
[This does not apply where a local authority receive a contribution on 
behalf of a housing association]. 



86 

Printed image digitised by the University of Southampton Library Digitisation Unit 



Appendix C 



General ^rections mde under paragraph 4<2) of the Fifth Schedule to the 
Housing (Financial Provisions) Act 1958-The Housing Revenue Account 

(i) Appendix VI to MM. LG. Circular 55j61 

the Second Schedule to the Act makes two changes in 
Fifth Schedule to the Housmg (Financial Provisions) Act, 1958 which 
governs the keeping of the housing revenue account. It adds a new sub-para- 
graph (2) to paragraph 4 of the Schedule empowering the Minister to aive 
yneral directions as to the kind of incomings and outgoings to be credited or 
e ited to the account; and it repeals the old paragraph 5 and substitutes a 
new paragraph 5 to regulate the disposal of any surplus shown in an account 
Both changes have effect as from the present financial year. 



2. Para^aphs 1 and 2 of the Fifth Schedule to the 1958 Act specify the 
types of income and ex^nditure in respect of which credits and debits are 
requir^ to be entered in the housmg revenue account. Other income and 
eyenditure may only be credited or debited on the issue of a direction by the 
Mmister under paragraph 4 of the Schedule. The new power to give general 
directions has been taken in consequence of representations that certain classes 
of expenditure affecting most authorities are of such a nature that the for- 
mahty of a direction to cover every item ought not to be necessary and the 
direction given below is designed to meet this point. At the same time the 
opportunity is being taken to improve the accounting arrangements for repairs 
expenditure on assets not covered by the housing repairs account; the general 
direction for this purpose represents a departure from the arranaements 
described in paragraph 11 of Circular No. 1 /53. 



3. In pursuance of his powers under paragraph 4 of the Fifth Schedule to 
the Housing (Financial Provisions) Act, 1958, the Minister hereby directs with 
effect from the financial year 1961-62 that the local authority shall in each 
financial year debit to the housmg revenue account amounts equal to : 

(a) the following expenditure in respect of staff and administration : 

(i) remuneration (including travelling and subsistence allowances and em- 
ployers superannuation and national insurance contributions) for that 
year of permanent staff of the authority solely employed on or in con- 
nection with housmg capital works and, in the case of permanent staff 
not solely so employed, such proportion of their remuneration as may 
properly be attributed to such employment, being expenditure which is 
inadmissible for the purposes of loan sanction under the terms of Min- 
istry of Health Circular No. 47/50; 

(ii) office expenses properly attributable to such employment. 

(b) the expenditure for the year of a capital nature incurred for the purpose 
of the exercise by the authority of their functions under Part V of the 
Housing Act, 1957, and which the authority have decided shall be met as 
a charge to revenue, up to an amount in the aggregate equivalent to the 
number of dwellings in the account multiplied by the sum of one pound, 
but not exceeding for any one item five per cent of that amount or £1,000, 
whichever is the greater sum. 
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Id the cost of repairing and maintaining the following assets held for the 
purposes of Part V of the Housing Act, 1957 : 

(i| roads and paths (not being highways maintainable at the public expense 
under section 38 of the Highways Act, 1959, or any other enactment and 
not being within the curtilage of any house); 

(ii) sewage disposal works and sewers (not being public sewers within the 
meaning of section 20 of the Public Health Act, 1936), 

(iii) water supply installations provided and operated exclusively for houses 
so held; 

(iv) boundary fences which are not within the curtilage of any house so held. 

4. The effect of the changes made in paragraph 5 of the Schedule is to 
abolish the liability of the local authority to pay to the Minister part of any 
surplus shown in the quinquennial years from 1959/60 onwards. In future 
anv surplus mav be used in repaying to the general rate fund contributions 
made during the nine preceding financial years and, subject to that, shall be 
carried to the credit of the account for the next financial year. If a repayment 
is made, it should not be shown as a debit in the account, the right course is 
to deduct the amount of the repayment from the surplus before anything is 
carried forward. 

(ii) Appendix III to M.H.L.G. Circular 24J67 

4. In pursuance of their powers under paragraph 4 of the Fifth Schedule to 
the Housing (Financial Provisions) Act 1958, the Minister of Housing and 
Local Government in respect of all local authorities in England (except Mon- 
mouthshire) and the Secretary of State in respect of all local authorities in 
Wales and Monmouthshire hereby direct that, where houses built expressly 
for disposal have been sold or leased by a local authority on terms that the 
price or premium is paid by instalments, the Housing Revenue Account of 
that authority shall be credited each year with amounts equal to the instal- 
ments of principal so received or the loan repayments charged to the account 
in respect of the houses sold, whichever are the less. 
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Appendix D 



Section 51 of the Housing (Financial Provisions) Act 1958 
The Housing Repairs Account 

51. (1) Subject to the provisions of this section, every local authority who 
are required to keep a Housing Revenue Account shall, for the purpose of 
equalising so far as practicable the annual charge to their revenue in respect 
of the repair and maintenance of houses, buildings and dwelliugs in respect 
of which that account is to be kept, keep an account (to be called ‘the Housing 
Repairs Account’) and shall in each financial year carry to the credit of that 
account from the Housing Revenue Account in respect of each house, building 
and dwelling such amount as they may think proper, not being less than 
eight pounds and such amount, if any, as may be necessary to make good any 
deficit shown in the Housing Repairs Account at the end of the last preceding 
financial year. 

(2) Subject to the provisions of this Act, moneys standing to the credit of 
the Housing Repairs Account shall be applied only in meeting expenses 
incurred in respect of the repair and maintenance of the houses, buildings and 
dwellings in respect of which the Housing Revenue Account is to be kept. 

(3) If at any time it appears to the Minister, after consultation with the local 
authority, that the moneys standing to the credit of a Housing Repairs 
Account are more than sufficient for the purposes for which the account is to 
be kept, or that it is no longer necessary for the account to be kept, he may 
give such directions as he thinks proper for the reduction of the amounts to 
be credited to the account or the suspension of the carrying of credits thereto, 
or for the closing of the account and the application of any moneys standing 
to the credit thereof, as the case may be. 
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Appendix E 

Section 52 of tbe Housing (Financial Provisions) Act 1958 
Power to keep Housing Equalisation Account 

52. (1) Every local authority who are required to keep a Housing Revenue 
Account shall, if they think it desirable for the purpose of equalising the 
Income of the Housing Revenue Account derived from exchequer payments 
and contributions from other local authorities over any period during which 
loan charges required to be debited to that account will be payable, keep an 
account (to be called ‘the Housing Equalisation Account’) and shall if they 
keep such an account, carry to the credit of that account from the Housing 
Revenue Account such sums, and shall apply an amount equal to the sums 
so credited in such manner, as may be prescribed. 

(2) Where a local authority close their Housing Equalisation Account, they 
shall carry' to the credit of their Housing Revenue Account any sums standing 
to the credit of their Housing Equalisation Account when it is closed. 

(3) In this section ‘prescribed’ means prescribed by regulations made by the 
Minister by statutory instrument which shall be subject to annulment in 
pursuance of a resolution of either House of Parliament. 
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Appendix F 

Paragraphs 5 and 6 and Appendix n to M.H.L.G. Circular 56/67 
Housing Equalisation Account 

5. It has been decided to take this opportunity to issue a general approval 
concerning transfers of sums from the Housing Equalisation Account, The 
Housing Acts (Equalisation Account) Regulations 1947 provide that where a 
local authority keep a Housing Equalisation Account they shall transfer to 
the Housing Revenue Account, with a view to carrying out the objects now 
set out in section 5!^ of the Housing (Financial Provisions) Act 1958, such 
sums as they may, with the approval of the Minister, think it necessary or 
desirable. In order to avoid the need for specific Ministerial approvals for 
future transfers, a general approval which should meet the needs of most 
authorities in England and Wales is set out in Appendix II to this circular. 

6. Local authorities whose requirements are not covered by the general 
approval should submit their proposals for specific approval in the usual way. 
Local authorities are also reminded that they are free to close their Housing 
Equalisation Account and to carry the balance to their Housing Revenue 
Account. 

Appendix II 

Housing Acts (Equalisation Account) Regulations 1947 

1. The Minister of Housing and Local Government, under regulation 7 of 
the above-mentioned Regulations, hereby approves the transfer from the 
Housing Equalisation Account to the Housing Revenue Account of one or 
other of the under-mentioned sums : — 

(a) upon any of the Exchequer payments or contributions from local authori- 
ties referred to in regulations 4 and 6 of the said Regulations ceasing to 
be payable, an annual sum equal to the aggregate net amount of the said 
payments or contributions so ceasing which, after the making of the 
transfer under regulation 4, 5 or 6 of the said Regulations, remained in 
each year to the credit of the Housing Revenue Account during the period 
for which the said Exchequer payments or contributions were payable; 

(b) in each financial year a sum equal to no less than one-fortieth and no 
more than one-twentieth of the amount standing to the credit of the 
Housing Equalisation Account at 1st April 1967. 

2. Local authorities, in determining the exact amount under 1(b) above, 
should of course have regard to the objects of section 52 of the Housing 
(Financial Provisions) Act 1958. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



91 



Appendix G 

Examples of income and expenditure included in a Non-Statutory Housing 
Account 

Grants and loans to housing associations. 

Improvement grants to private persons. 

Grants to private persons, e.g. for agricultural dwellings under section 46 of 
the Housing (Financial Provisions) Act 1958. 

Rates, water, gas, etc. charge# received from tenants. 

Expenses in connection with demolition and closing orders and other activities 
under Part II of the Housing Act 1957, and in connection with clearance areas 
under Part III. 

Salaries of housing staff investigating private Rent Act cases. 

Income and expenditure relating to houses and other buildings provided prior 
to 1919 unless they have been included in the H.R.A. by Ministerial consent 
under section 50(l)(e) of the Housing (Financial Provisions) Act 1958. 
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Appendix I 

List of Court cases on local authority rent increases, etc. 

1. Belcher v. Reading Corporation 1950. 

((1950) 1. Ch. 380-394). 

This concerned rent increases, their validity and the meaning of ‘reasonable 
charges’ and of ‘working classes’; and the question of the balance to be held 
between council tenants on the one hand and the ratepayers as a whole on the 
other. 

2. Summerfield v. Hampstead Borough Council 1957. 

((1957) 1. A.E.R. 221-226). 

This concerned rent increases; the meaning of ‘reasonable charges’; and the 
duties of a local authority in fixing rents, with particular reference to differen- 
tial rent schemes. 

3. Havant and Waterlooville Urban District Council v. Norum 1958. 

((1958) 2. A.E.R. 423-428). 

This concerned a differential rent scheme; and how far an excess of rebates to 
a tenant could be recovered as rent arrears after the tenant had determined his 
tenancy. 

4. Bathavon Rural District Council v. Carlile 1958. 

((1958) 1. Q.B. 421-469). 

This concerned an increase in rents and whether a rent review rendered a 
tenant liable ‘ipso facto’ for an altered rent; and whether a local authority is 
entitled to override a tenant’s contractual rights without notice to quit. 

5. Evans v. Collins 1964. 

((1965) 1. A.E.R. 808-815). 

This concerned the discretion of local authorities in fixing ‘reasonable 
charges’; whether a proper basis is an overall comparison between the capacity 
to pay of broad groups of tenants and the economic rent required to recoup 
the cost of providing houses; and the balance to be held between tenants and 
ratepayers. 

6. Luby V. Newcastle-under-Lyme Corporation 1965. 

((1965) 1. Q.B. 214-231). 

This concerned the question of whether or not it is mandatory on a local 
authority to maintain a differential rent scheme; and the relevance of a 
tenant’s financial position and personal circumstances in filing ‘reasonable 
charges’. 
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* It is known from other records that 28 London boroughs Source • I M T A Housine 

have rent rebate schemes. ‘ statistW 1965 / 6 ff 



Group A : 
General 



Appendix K 

Housing managemenf functions and services chargeable to ‘supervision and 
managemenf (as recommended by the 1964 Report of the Working Party on 
the Costing of Management and Maintenance of Local Authority Housing) 

1. (a) Policy and management (other than welfare and applications). 

General study of housing supply and demand in the district (including rehous- 
ing from clearance programmes) and preparation of reports thereon. 

Advice on design and equipment of houses (general policy considerations). 

Lettings of dwellings (but excluding the actual selection of tenants), garages, 
stores, etc., and hiring of equipment. 

Transfers and exchanges. 

Tenancy regulations. 

Information and advice on tenancy matters. 

Liaison with tenants’ associations. 

Permits for sheds, garages, parking space, aerials, etc. 

Receipt and transmission of requests for repairs. 

Notices to quit, court work. 

Keeping registers and records of dwellings and tenants, and registration of 
repairs carried out. 

Management work in connection with improvements and modernisations. 
Disinfestation of furniture and effects of ingoing tenants. 

(b) Welfare. 

Housing welfare services (excluding warden’s services) for old people and 
handicapped and disabled persons. 

Work with unsatisfactory tenants. 

Liaison with statutory and voluntary social agencies. 

2. Tenancy applications and selection of tenants. 

Recording of individual applications whether on waiting-list or in special 
groups such as slum clearance. 

Assessment of housing need of applicants whether by correspondence, inter- 
view or visit. 

Preparation of priority lists and selection of tenants (up to but not including 
the actual lettings). 

3. Rent collection and accounting. 

Fixing and reviewing rents. 

Preparation of rent roll. 

Rent collection, including ancillary charges, lodger charges, etc. 

Administration of rent rebate schemes and differential rent schemes. 

Recovery of arrears. 

Rent accounting, including internal audit thereof. 
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Group B : 

Special 

Services 



1 . 

2 . 



4. 

5. 

6 . 

7. 

8 . 

9. 



Central heating. 

Lighting of staircases, corridors conrfvarric • * t 
of flats, unadopted estate roads md paths. ’ 



3. Lifts. 



Caretaking and cleaning of communal nartc a n- 

adopted estate roads and paths. ^ ^ dwellings, courtyards. un- 

Warden’s services for old people’s dwellings. 

Communal laundry and drying facilities. 

chambers. 

I“ge of 

e.g. Parks Department. ^ another department. 

Other special services : 

r =sr. ‘ ■ 

r‘‘ closets (where the 

authority do not perform this service free for occupiers of privaMv 

owned houses), garden competitions for local authority housing estates 
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Housing for old people 
Contributions by county councils 

Year ended 3 1st March 1967 
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Appendix M 

Repayment of housing loans 

to“ach y?a? ‘'‘= 

systems. '■epayment period under various financing 

TOe annual charges relate to the repayment of £mnnn 
interest at 7 per cent (amounts rounded). ^ 




f Loans pool 

(repayments based (repayments based 

accumulation 

rate of 5 ^) rate of 34-%) 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 



11 

12 

13 

14 

15 

16 

17 

18 

19 

20 



21 

22 

23 

24 

25 

26 

27 

28 

29 

30 



Loans pool or 
earmarked loan 
(repayment by 
fixed equal 
instalments of 
principal) 

£ 



Earmarked 

annuity 

loan 




728 

728 

727 

727 

726 

726 

725 

724 

723 

722 



751 

749 

747 

744 

742 

740 

739 

737 

734 

731 



867 

855 

843 

832 

820 

808 

797 

785 

773 

762 



712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 



721 

720 

720 

718 

717 

716 

715 

714 

712 

710 



709 

708 

706 

704 

702 

701 

699 

697 

695 

692 



729 

726 

724 

722 

718 

715 

712 

709 

707 

703 



699 

696 

692 

688 

684 

680 

676 

672 

667 

663 



750 

738 

727 

715 

703 

692 

680 

668 

657 

645 



633 

622 

610 

598 

587 

575 

563 

552 

540 

528 



712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 



712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 

712-3 



I 

I 

1 



31 

32 

33 

34 

35 

36 

37 

38 

39 

40 



690 

688 

686 

683 

681 

678 

675 

672 

669 

665 



658 

653 

648 

642 

637 

632 

626 

620 

613 

607 



517 


712-3 


505 


712-3 


493 


712-3 


482 


712-3 


470 


112-3 


458 


712-3 


447 


712-3 


435 


712-3 


423 


712-3 


412 


712-3 



03 
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m DO OO VO CD O VO 



ill 


(2) 


(3) 


(4) 


(5) 








Loans pool or 






Loans pool 


Loans pool 


earmarked loan 




Year 


(repayments based 


(repayments based 


(repayment by 


Earmarked 




on accumulation 


on accumulation 


fixed equal 


annuity 




rate of 5"o) 


rate of 3i%) 


instalments of 


loan 








principal) 






£ 


£ 


£ 


£ 


41 


661 


600 


400 


712-3 


42 


657 


593 


388 


712-3 


43 


652 


585 


377 


712-3 


44 


647 


577 


365 


712-3 


45 


643 


569 


353 


712-3 


46 


638 


561 


342 


712-3 


47 


633 


553 


330 


712-3 


48 


627 


544 


318 


712-3 


49 


621 


535 


307 


712-3 


50 


615 


526 


295 


712-3 


5! 


608 


516 


283 


712-3 


52 


601 


506 


272 


712-3 


53 


595 


495 


260 


712-3 


54 


587 


485 


248 


712-3 


55 


580 


474 


237 


712-3 


56 


572 


463 


225 


712-3 


57 


564 


445 


213 


712-3 


58 


554 


439 


202 


712-3 


59 


545 


426 


190 


712-3 


60 


535 


413 


178 


712-3 


Total loan 










charges 


40,354 


38,037 


31,350 


42,738 


Principal 


10,000 


10,000 


10,000 


10,000 


Interest 


30,354 


28,037 


21,350 


32,738 
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Appendix N 

Annual reductions in loan charges at different accumulation rates 

(Loan of £10,000 at 7% repayable over 60 years) 

Accumulation rate of 3i% 



Year 


Loan 

Charges 

£ 


Reduction 
from year 1 
£ 


Sum of 
annual loan 
charges 


1 


751 







2 


749 


2 




3 


747 


4 




4 


744 


7 




5 


742 


9 




6 


740 


11 




7 


739 


12 




8 


737 


14 




9 


734 


17 


Years 1-10 


10 


731 


20 


£7,414 


11 


729 


22 




12 


726 


25 




13 


724 


27 




14 


722 


29 




15 


718 


33 




16 


715 


36 




17 


712 


39 




18 


709 


42 




19 


707 


44 


Years 11-20 


20 


703 


48 


£7,165 


21 


699 


52 




22 


696 


55 




23 


692 


59 




24 


688 


63 




25 


684 


67 




26 


680 


71 




27 


676 


75 




28 


672 


79 




29 


667 


84 


Years 21-30 


30 


663 


88 


£6,817 


31 


658 


93 




32 


653 


98 




33 


648 


103 




34 


642 


109 




35 


637 


114 




36 


632 


119 




37 


626 


125 




38 


620 


131 




39 


613 


138 


Years 31-40 


40 


607 


144 


£6,336 


41 


600 


151 




42 


593 


158 




43 


585 


166 




44 


577 


174 




45 


569 


182 




46 


561 


190 




47 


553 


198 




48 


544 


207 




49 


535 


216 


Years 41-50 


50 


526 


225 


£5,643 



Accumulation rate of 5' 



Loan 

Charges 

£ 



728 

728 

727 

727 

726 

726 

725 

724 

723 

722 



721 

720 

720 

718 

717 

716 

715 

714 

712 

710 



Reduction 
from year 1 
£ 



Sum of 
annual loan 
charges 



1 

1 

2 

2 

3 

4 

5 

6 



7 

8 
8 

10 

11 

12 

13 

14 
16 
18 



709 


19 


708 


20 


706 


22 


704 


24 


702 


26 


701 


27 


699 


29 


697 


31 


695 


33 


692 


36 



690 


38 


688 


40 


686 


42 


683 


45 


681 


47 


678 


50 


675 


53 


672 


56 


669 


59 


665 


63 


661 


67 


657 


71 


652 


76 


647 


81 


643 


85 


638 


90 


633 


95 


627 


101 


621 


107 


615 


113 



Years 1-10 
£7,256 



Years 1 1-20 
£7,163 



Years 21-30 
£7,013 



Years 31-40 
£6,787 



Years 41-50 
£6,394 
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Accumulation rate of 



3f 



Accumulation rate of 5 



0 / 



Year 


Loan 

Charges 

£ 

1 


Reduction 

from year I 

£ 


Sum of 
annual loan 
charges 


Loan 

Charges 

£ 


Reduction 
from year 1 
£ 


Sum of 
annual loan 
charges 


51 


'' 5i6 


235 




608 


120 




52 


5«i 


245 




601 


127 




53 


i 495 


256 




595 


133 




54 


■ 485 


266 




587 


141 




55 


474 


277 




580 


148 




56 


: 463 


288 




572 


156 




57 


' 445 


306 




564 


164 




58 


1 439 


312 




554 


174 




59 


i 426 


325 


Years 51-60 


545 


183 


Years 51-60 


60 


1 413 

i 


338 


£4,662 


535 


193 


£5,741 
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Appendix O 

Cost of deferment of loans^ 

£10,000 loan for 60 years at 7% (5% accumulation rate) 



Years 


j No deferment 


2 year deferment 
total debt: £11,450 


5 year deferment 
total debt : £14,024 


Principal 


Interest 

nor 
/ /o 


Total 


Principal 


Interest 

'7 0/ 

/ /O 


Total 


Principal 


interest 

70/ 

/ /o 


Total 


1 


28 


700 


728 














2 


30 


698 


728 
















3 


31 


696 


727 


35-9 


801-5 


837-4 








4 


33 


694 


727 


37-7 


799-0 


836-7 









5 


34 


692 


726 


39-6 


796-4 


836-0 


, 






6 


36 


690 


726 


41-6 


793-6 


835-2 


51-4 


981-7 


1,033-1 


7 


38 


687 


725 


43-6 


790-7 


834-3 


54-0 


978-1 


1.032-1 


8 


40 


684 


724 


45-8 


787-6 


833-4 


56-7 


974-3 


1,031-0 


9 


42 


681 


723 


48-1 


784-4 


832-5 


59-5 


970-3 


1,029-8 


10 


44 


678 


722 


50-5 


781-0 


831-5 


62-5 


966-2 


1,028-7 


11 


46 


675 


721 


53-1 


777-5 


830-6 


65-6 


961-8 


1,027-4 


12 


48 


672 


720 


55-7 


773-8 


829-5 


68-9 


957-2 


1,026-1 


13 


51 


669 


720 


58-5 


769-9 


828-4 


72-4 


952-4 


1,024-8 


14 


53 


665 


718 


61-4 


765-8 


827-2 


76-0 


947-3 


1,023-3 


15 


56 


661 


717 


64-5 


761-5 


826-0 


79-8 


942-0 


T021-8 


16 


59 


657 


716 


67-7 


757-0 


824-7 


83-8 


936-4 


1,020-2 


17 


62 


653 


715 


7M 


752-2 


823-3 


88-0 


930-5 


1^018-5 


18 


65 


649 


714 


74-7 


747-2 


821-9 


92-4 


924-4 


1,016-8 


19 


68 


644 


712 


78-4 


742-0 


820-4 


97-0 


917-9 


1,014-9 


20 


71 


639 


710 


82-3 


736-5 


818-8 


101-8 


911-1 


1,012-9 


21 


75 


634 


709 


86-4 


730-8 


817-2 


106-9 


904-0 


1,010-9 


22 


79 


629 


708 


90-7 


724-7 


815-4 


112-3 


896-5 


1,008-8 


23 


83 


623 


706 


95-3 


718-4 


813-7 


117-9 


888-7 


1,006-6 


24 


87 


617 


704 


100-0 


711-7 


811-7 


123-8 


880-4 


1,004-2 


25 


91 


611 


702 


105-0 


704-7 


809-7 


129-9 


871-7 


1,001-6 


26 


96 


605 


701 


110-3 


697-3 


807-6 


136-4 


862-7 


999-1 


27 


101 


598 


699 


115-8 


689-6 


805-4 


143-3 


853-1 


996-4 


28 


106 


591 


697 


121-6 


681-5 


803-1 


150-4 


843-1 


993-5 


29 


111 


584 


695 


127-7 


673-0 


800-7 


158-0 


832-5 


990-5 


30 


116 


576 


692 


134-1 


664-0 


798-1 


165-8 


821-5 


987-3 


31 


122 


568 


690 


140-8 


654-6 


795-4 


174-1 


809-9 


984-0 


32 


128 


560 


688 


147-8 


644-8 


792-6 


182-8 


797-7 


980-5 


33 


135 


551 


686 


155-2 


634-4 


789-6 


192-0 


784-9 


976-9 


34 


141 


542 


683 


163-0 


623-6 


786-6 


201-6 


771-4 


973-0 


35 


149 


532 


681 


171-1 


612-2 


783-3 


211-7 


757-3 


969-0 


36 


156 


522 


678 


179-7 


600-2 


779-9 


222-3 


742-5 


964-8 


37 


164 


511 


675 


188-6 


587-6 


776-2 


233-4 


727-0 


960-4 


38 


172 


500 


672 


198-1 


574-4 


772-5 


245-0 


710-6 


955-6 


39 


181 


488 


669 


208-0 


560-5 


768-5 


257-3 


693-5 


950-8 


40 


190 


475 


665 


218-4 


545-9 


764-3 


270-1 


675-5 


945-6 


41 


199 


462 


661 


229-3 


530-7 


760-0 


283-7 


656-5 


940-2 


42 


209 


448 


657 


240-8 


514-6 


755-4 


297-8 


636-7 


934-5 


43 


219 


433 


652 


252-8 


497-7 


750-5 


312-7 


615-8 


928-5 


44 


230 


417 


647 


265-4 


480-0 


745-4 


328-4 


593-9 


922-3 


45 


242 


401 


643 


278-7 


461-4 


740-1 


344-8 


571-0 


915-8 


46 


254 


384 


638 


292-7 


441-9 


734-6 


362-0 


546-8 


908-8 


47 


267 


366 


633 


307-3 


421-4 


728-7 


380-1 


521-5 


901-6 


48 


280 


347 


627 


322-7 


399-9 


722-6 


399-1 


494-9 


894-0 


49 


294 


327 


621 


338-8 


377-3 


716-1 


419-1 


466-9 


886-0 


50 


309 


306 


615 


355-7 


353-6 


709-3 


440-0 


437-6 


877-6 



Printed image digitised by the University of Southampton Library Digitisation Unit 



103 



Years 


No deferment 


2 year deferment 
total debt: £11,450 


5 year deferment 
total debt: £14,024 


Principal 


Interest 

7% 


Total 


Principal 


Interest 

7% 


Total 


Principal 


Interest 

7% 


Total 


51 


324 


284 


608 


373-5 


328-7 


702-2 


462-0 


406-8 




52 


340 


261 


601 


392-2 


302-5 


694-7 


485-1 


374-1 


ooo o 


53 


358 


237 


595 


411-8 


275-1 


686-9 


509-4 


340-5 


it 

84Q-Q 


54 


375 


212 


587 


432-4 


246-2 


678-6 


534-9 


304-8 




55 


394 


186 


580 


454-0 


215-9 


669-9 


561-6 


267-4 


829-n 


56 


414 


158 


572 


476-7 


184-2 


660-9 


589-7 


228-1 


817-R 


57 


435 


129 


564 


500-5 


150-8 


651-3 


619-2 


186-8 


ij X i O 
806-0 


58 


456 


98 


554 


525-6 


115-7 


641-3 


650-1 


143-4 


793-5 


59 


479 


66 


545 


551-8 


78-9 


630-7 


682-7 


97-9 


780-6 


60 


504 


31 


535 


579-4 


40-3 


619-7 


716-8 


50-1 


766-9 


Totals 


10,000 


30,354 


40,354 


11,4502 


33,368-3 44,818-2 


14,0242 


38,317-6 52,341-6 



1 In order to simplify the calculation, it has been assumed that the loans raised to pay interest 
on the initial borrowing are also deferred and that capital is borrowed to pay interest on 
interest. 

^ 14’5% increase in capital cost. 

®40'2% increase in capital cost. 
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